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“HERE stands Theory, a scroll in her hand, full of deep and 
mysterious combinations of figures, the least failure in which may 
alter the result entirely, and which you must take on trust; for 
who is expected to go through and check them? There lies 
before you a Practical System, successful for upwards of a 
century. The one allures you with promises, the other appeals 
to the miracles wrought on your behalf. The one shows you 
provinces the wealth of which has been reaped under her man- 
agement ; the other a problem which has never been practically 
solved. Here you have a pamphlet, there a fishing town; here 
the long continued prosperity of a nation, and there the opinion 
of a professor of economics that in such circumstances she ought 
not by true principles to have prospered at all.” This anticipa- 
tion of the historical method was made in 1826 by Sir Walter 
Scott, who, under the guise of Sir Malachi Malagrowther, took 
the lead in preserving for Scotland one of the most essential 
parts of her banking system, namely, the One Pound Note.* 

In the space to which this paper is necessarily limited it is, 
of course, impossible to trace historically the growth of Scottish 
banking through all its changes and vicissitudes; at the same 

*I have to express my special indebtedness in this paper to the work by Mr. 
WILLIAM GRAHAM, entitled: Zhe One Pound Note in the Rise and Progress of Bank- 
ing in Scotland and its Adaptability to England. Edinburgh, 1886. This is one of 
the best historical studies with which I am acquainted. The quotation from Scott is 
borrowed from p. 263, of. cit. 

Vou. L., No. 4. 


. 
i 
i 
i 
; 
{ 
{ 
\a 
{ 
4 


488 JOURNAL OF POLITICAL ECONOMY. 


time, however, the opinion must be firmly stated that Scottish 
banking as it is cannot be appreciated without considering it as 
it was; it is, more than any other existing system, the result of 
continuous development, and owes less than any to the direct 
interference of the legislature. Accordingly, I shall try to give 
in outline the leading principles from its historical standpoint, 
adjusting the emphasis in proportion to their importance at the 
present time. 

The Bank of Scotland was founded in 1695, with a joint 
stock of twelve hundred thousand pounds Scots, the pound Scots 
being, however, only one-twelfth of the pound sterling. The 
object of the adventurers who provided the capital was, of 
course, profit, and in accordance with the ideas of the times, 
they considered that profit was only possible through monopoly, 
at any rate in the first place. The desired monopoly was effected 
by prohibiting any other persons to set up a “‘company of bank 
into this kingdom” for a period of 21 years, and during the 
same time for its further encouragement no public burdens were 
to be imposed upon its capital. The first point of importance to 
notice is that on the termination of the period (1716) the monop- 
oly was not renewed; and that, as a matter of fact, the Royal 
Bank, the next in order, did not begin business till 1727. Thus, 
especially in contrast with England, Scotland furnishes an 
example from the very outset of the system of freedom. The 
system was, of course, subject to the general principles of Scots 
law, but, speaking broadly, it did not receive any peculiar 
impress from the legislature until it was so strong that the 
impress was either only the confirmation of the best custom, or 
was superficial and formal. It is as an example of free trade in 
banking that the Scottish system is of peculiar interest to the 
student of theoretical economics. 

The next point to consider is the functions performed by the 
old bank, as it was long styled, in the interests of the public. 
Every one knows the famous description by Macaulay of the 
state of the English coinage in 1695, “when it could hardly be 
said that the country possessed any (standard) measure of the 
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value of commodities, and when it was a mere chance whether 
what was called a shilling was really tenpence, sixpence or a 
groat.” It is perhaps not so generally known that at the same 
time the monetary condition of Scotland was worse. Not only 
was the coinage bad, but the coins were very scarce. There was 
a real deficiency of the circulating medium, so great, indeed, as 
to place a restriction on the natural development of trade and 
production. There was very little gold, so that in large pay- 
ments the bulk and weight of silver were highly inconvenient. 
In these circumstances, the issue of bank notes, if on anything 
approaching a sound basis, would obviously be a great natural 
benefit. Paradoxical as it may seem at first sight, bank notes, 
limited in number or adequately secured, may under certain con- 
ditions be a better standard of value and medium of exchange 
than actual coins.’ 

Now, in the original charter of the Bank of Scotland it was 
provided that summary execution should proceed upon bills or 
“ticquets upon or granted by” the bank. Thus, by law, if the 
notes were not paid on demand, payment could be enforced by 
summary diligence. As a consequence, the issues were in no 
sense forced, and the notes soon became very popular. We 
learn from John Law,? who, better than any other man of his 
time, understood the uses and abuses of early banking, that 
within ten years of its foundation the notes of the Bank of Scot- 
land passed in most payments throughout the whole country. In 
less than the same ten years (1704), however, the bank was 
unable to meet its first run, owing to the insufficiency of its 
special reserve. Fortunately, on examination, it proved that the 
assets were well in excess of the liabilities if time were allowed for 
realization, and the notes were for the time subjected to deferred 
convertibility with interest. 

*A modern instance may be given from the Report of the Indian Currency Com- 
mittee. “Tt is an interesting fact that the paper rouble, being in form a promise to pay 


silver, is now, owing to the fall in silver, exchanged for a higher value in gold than 
the silver which it promises to pay.” p. 27. 


*For a defense of John Law’s system of banking, so long as he carried out only 
his own ideas, see an essay by the present writer in Moncey and Monetary Problems. 
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Readers of Adam Smith’s account of the Bank of Amsterdam 
will remember that it was long believed by the merchants that 
for every guilder of bank money, for which they held a receipt, 
there was a corresponding guilder in the bank. In Scotland, on 
the contrary, from the beginning the issue of notes was con- 
nected with the loan of the corresponding specie, and at the date 
referred to lending had been carried to such a profit that to meet 
notes of £50,000 the bank held only some £1,600 of silver, the 
great bulk of the remaining assets being quite inconvertible." 
At this time, also, deposits were not yet received, so that the 
public claim on the bank was entirely based, with the exception 
of a few bank drafts, on the notes. Notes for one pound ster- 
ling, or twelve pounds Scots, were certainly issued in 1704 and 
earlier, but there were no notes of lower denomination, and the 
greater part were of higher value. The intensity of the demand 
for conversion was thus much greater than was possible in later 
times. It will be readily understood that the issue of notes was 
long considered essential to profitable banking. It was natural, 
then, that as the country became familiar with the notes, and as 
new competitive banks were founded, there should be a tendency 
to over-issue, especially so long as the conditions of issue were 
practically unfettered by law. The cumulative effects of famil- 
iarity are well illustrated by the fact that in 1825 it was reported 
by a bank agent that the fishermen at Wick sold their herrings 
at a cheaper rate for notes than they would for gold, and, before 
dealing, strangers who had brought gold found it desirable to 
change it at the bank into notes. It is obvious that such confi- 
dence in the value of bits of paper could not have been acquired 
unless the issues had been long considered on a sound basis. 
What constitutes a sound basis, however, Scotland had to learn 
by grievous experience under free banking. Two serious errors 
were made, and in each case a legislative remedy was found to 
be necessary. The first error lay in the extension of the prin- 
ciple of deferred convertibility, an expedient which had proved 
necessary perhaps in an emergency, being developed into a 


* GRAHAM, Of. cit., p. 22. 
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regular system. Notes were issued with an optional clause, the 
option consisting at first in paying a larger sum at a later speci- 
fied date, the difference being supposed to be merely the equiva- 
lent of interest. The idea of option was soon extended from 
the option of time to the option of the mode of payment, various 
commodities being substituted for specie at the option of the 
banks. The extension of options in time and kind was naturally 
accompanied by an excessive reduction in the denomination of 
the notes—the second vital error of early Scottish banking. To 
get the full advantage from deferred convertibility, the notes 
were lowered to the meanest capacity. An amusing skit is given 
by Mr. Graham * of a note supposed to be issued by a firm of 
self-styled bankers in Glasgow in 1765, the promise being to pay 
the bearer one penny sterling on demand, or in the option of the 
directors three ballads. In many cases, however, the option was 
in drink of various kinds, and sometimes in books.” 

These two errors were remedied by Act of Parliament in 1765 
(5 George III., c. 49). The optional clause was absolutely 
abolished, and the law of summary diligence, which had been 
either evaded by the banks or not enforced by the courts, was 
made explicit and definite. In this way, so far as the law was 
concerned, convertibility was made prompt, and the whole 
resources of the bank were liable. At the same time, notes 
under twenty shillings sterling were prohibited under a penalty 
of £500. 

Thus the Act of 1765 marked the recognition in Scotland of 
two great principles in the regulation of note issues. In the first 
place, a sharp distinction was drawn between immediate convert- 
ibility into specie and deferred convertibility after the realization 
of securities of various kinds. Yet, even at the present day, in 
spite of the continual warnings of the experience of various 
nations at various times, it is sometimes maintained that a docu- 
mentary reserve is amply sufficient. In the second place, it was 


* Ibid., p. 62. 


* See History of Banking in Scotland, by N. W. KERR (p. 71), an excellent work, 
but not so detailed as Graham’s. ; 
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recognized that if notes are very small, there may be an excess 
of issues in spite of the fact that they are nominally convertible. 
Considering the comparative poverty of Scotland at the time, the 
limit of one pound may be considered very high, and experience 
has shown that even with a great increase of wealth it is quite high 
enough. From the time when the Act of 1765 had come into 
full operation the notes of the recognized Scottish banks have 
never fallen below par." 

The term “recognized” in the last sentence has been used 
advisedly, in fault of a better, to suggest that there were in Scot- 
land, as in other countries, banks and banks. One of the most 
remarkable features in the development of Scottish banking is, 
that in spite of its freedom from restraint, or perhaps in conse- 
quence of it, private banks succumbed to the great joint-stock 
banks, being finally extinguished or absorbed in 1830. There 
were in the last century, it is true, private bankers like Sir 
William Forbes who, in the conduct of banking business and in 
financial stability, were in the front rank, just as there were 
joint-stock banks, notably Douglas, Heron & Co., of Ayr, which 
were utterly unsound; but, on the whole, it may be said that 
private banking in Scotland furnished the manifestation of a 
vicious principle which the incorporated banks unsuccessfully 
discarded. This vicious principle was the preference of mer- 
cantile and financial speculation to legitimate banking business. 
It has already been pointed out that at first the profit of banking 
was derived from note issues and the capital of the shareholders, 
that is to say, there were no deposits. Accordingly, it was for 
the interest of the banks to extend their note issues, and at an 
early date the Bank of Scotland and the Royal Bank endeavored 
to establish branches in the principal towns of Scotland. Owing 
to the expenses of management, however, and the difficulties in 
communication these branches were unprofitable. Under these 
circumstances, a stimulus was given to the creation of private 
banks, or mercantile firms were induced to take up banking 


*GRAHAM, p. 71. See, however, p. 121 for the effect of the English Bank Restric- 
tion period. 
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business. In some cases they issued their own notes, often 
under the vicious system remedied by the Act of 1765, and in 
other cases they issued the notes of the old banks. In either 
way they fulfilled some of the functions at present fulfilled by 
the branches of the metropolitan banks, and to a great extent 
they came to act as intermediaries between these banks and the 
public. The principal abuse of the system was that in reality 
they often applied the funds obtained from the old banks to 
speculative purposes instead of to the legitimate demands of 
trade. In process of time many of these bankers became 
directors of the great joint-stock banks, and in this way con- 
trolled still more effectually the advances made to the public, 
and it is said that they compelled even old customers to make 
application through their own banks, under pain of refusal. 

So far, in this survey, the attention has been directed almost 
exclusively to the methods and consequences of the issues of 
notes. In any modern industrial society, however, that is at all 
well banked, the issue of notes is a comparatively small part of 
the business. In England, for example, owing to the original 
monopoly of the Bank of England, the great joint-stock banks 
which transact most of the banking of the country have no right 
of issue. It is true that in Scotland, as already indicated, and as 
will be shown more fully presently, the right of issue is inti- 
mately connected with other banking business, but this business 
could never have been developed if the banks had continued to 
depend solely on the capital of the shareholders and the money 
obtained from the public in return for notes. The chief function 
of modern banks is to collect all the surplus capital of the 
country in the form of deposits and to lend it out to the most 
profitable undertakings. It is in this aspect that the Scottish 
banks are probably the most efficient in the world, and, as 
before, the present condition is the result of the continuous 
development and extension of certain distinctive principles. The 
most remarkable and effective is the cash-credit system. The 
essence of this plan is to allow traders, farmers and others to 
open accounts with the bank with credit up to a certain specified 
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sum, on the personal security of themselves and their friends, 
interest, of course, being charged only on the amount drawn." 
In this way a man of ability can obtain capital when otherwise 
he would be unable, and to obtain it at the cheapest rate possible 
under the circumstances. The curious thing is that in Scotland 
this cash-credit system preceded the deposit system, which, as 
Mr. Graham remarks, looks as if in worldly matters there might 
be an exception to the rule ez nthilo nihil fit. This “most strik- 
ingly original invention’”’ was due to the Royal Bank in 1728, 
that is to say, very soon after its foundation. The solution of 
the paradox is to be found in the circumstances of the time. 
The capital of the bank was comparatively large, and from the 
first it issued notes, and, indeed, its first efforts were directed 
towards replacing the notes of its rival, the Bank of Scotland. 

At the same time the field for the employment of money 
upon tangible security was limited, and thus the idea arose to 
lend on what may be called security intangible, or on personal, 
instead of material, capital. ‘This profitable business went on 
during the year 1728, the Bank of Scotland meanwhile looking 
on with envious eyes. Unfortunately, its power of attracting a 
share of the gains was small. The note issue was already con- 
siderable, and required some new energy to increase it, while the 
idea of calling up more of its capital was contrary to its tradi- 
tions, as suggesting the possibility of a demand dividend, and, 
therefore, only to be thought of as a last resort. In this predica- 
ment, the old bank, thoroughly aroused to the necessity of a 
struggle for existence, behaved with remarkable astuteness, and 
adopted the enemy’s cash-credit system in 1729; but, being then 
in the thick of the fight as to its notes, and apparently feeling 
its inability to launch the new system without extraneous aid, it 
at the same time took a step in advance of the Royal by receiv- 
ing deposits on its treasurer’s bond at the rate of five per cent. 
per annum, the forerunners of their deposit receipts of 1810.” 

* The cash-credit system was well described by Hume in his essay on the Balance 
of Trade. 
GRAHAM, p. 55. 
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The institution of cash-credits and deposits enabled the old 
banks to obtain a great accession of business, but in the absence 
of branches this was mainly effected through the private banks. 
These banks themselves obtained cash-credits, and thus became 
still more than was shown above the intermediaries between the 
old banks and the public. They did not, however, perform the 
duties of agency very efficiently, and the wonder is that the old 
banks did not sooner renew the attempt to establish branches, 
especially as under the existing system there was a glut of 
capital in Edinburgh and Glasgow and great dearth in the 
country and country towns. At present the most striking 
feature of Scottish banking is the ramification of the branches 
throughout the length and breadth of the land. 

Again, the colonial development is interesting and instructive. 
The lead in this extension was taken by the British Linen Co., 
which, for some time after its foundation (1746), was not a bank, 
but, as the name implies, simply a company designed to trade in 
linen, and, as its charter expresses it, to do everything that may 
conduce to the promoting and carrying on of the linen manufac- 
ture. It was principally owing to the fact that its business 
offered facilities for the establishment of branches and that its 
directors had the sense to make and take advantage of the 
discovery, that in process of time it became a bank pure and 
simple, and caused a vast extension of banking throughout Scot- 
land. In its first year the company discounted bills and granted 
drafts, and in its second year began to issue notes. The right of 
issue was at this time unrestricted by the common law, and, in 
any case, the company could plead that its notes were for the 
benefit of the linen trade. The principal point to observe, how- 
ever, is that it took the lead in establishing branches, and that 
these branches owed their success largely to the right of issue. 
It is worthy of remark that when, in 1845, the authorized issues 
of the various banks were limited in the way to be described 
presently, the British Linen Co. had the largest amount in circula- 
tion, the principal portion being one-pound notes. 

As the object of this paper, on the historical side, is simply 
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to explain the present by the past, it seems best at this stage to 
explain the present connection between branches and note issues 
in the Scottish banking system. In the first place, however, the 
reader may be reminded that the attempt to abolish one-pound 
notes in Scotland in 1826, on the ground, as Sir Walter Scott 
puts it, that “‘because England had eaten sour grapes the Scot- 
tish teeth were to be set on edge,” aroused such national hostility 
that it was abandoned. The second attempt to introduce uni- 
formity of principle was somewhat more successful, and, at any 
rate, had important consequences. By the famous Bank Act of 
1844, on which the commentaries and controversies form an 
enormous literature, the issues of notes in England were strictly 
limited. Briefly stated, the Bank of England was allowed to 
issue some one-pound notes on, or against, securities, but for 
any excess of issues it must have an exact equivalent of gold in 
its vaults. Thus the notes were regarded, after a certain point 
was reached, simply as a convenient form of currency. They 
were not to be used for banking purposes in the sense of extend- 
ing credit operations of various kinds. At the same time, the 
English country banks, which had a right of issue (joint stock 
banks within a certain range of London had no such right), 
were to be allowed still to issue an amount determined by the 
average of their circulation in the three preceding months. This 
maximum amount they could not exceed, even if against their 
excessive issues they were to hold Bank of England notes or 
gold itself. The system was, as Bagehot called it, a cast-iron 
system. Already, as indicated above by the Act of 1826, no 
notes under five pounds were to be issued, and this provision 
was confirmed. In the Act of 1845, by which it was sought to 
apply the same principles to Scotland, important modifications 
were introduced. In the first place, warned by experience, the 
government made no attempt to abolish one-pound notes. To 
this day these notes are generally preferred to sovereigns by the 
mass of the people. Secondly, although the issues were 
restricted, an element of elasticity was introduced. As in England, ., 
only those banks which at the time issued notes were to have 
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the right of issue; and, as in England, the authorized amounts 
of issue were determined by the previous averages. So far the 
idea of the cast-iron system was preserved. But the privilege 
accorded to the Bank of England and denied to the English 
country banks, namely, the right to issue against gold to an 
unlimited extent, was also accorded to the Scottish banks and 
accorded, too, with a point of difference in their favor. The 
Scottish banks were allowed to issue notes against gold in excess 
of their authorized issue, the gold to be held at their principal 
offices, and the amount to be determined by the average monthly 
circulation. It is not necessary to quote the precise terms of 
the Act by which the averages are determined and notified. At 
present it is sufficient to state that the system has proved per- 
fectly practicable and efficient, that is to say, according to the 
idea of its promoters. It might well appear, however, to those 
unfamiliar with effects of the plan that the privilege was of very 
trifling value. It might be thought that the place where the 
gold reserve was to be held was a matter of no importance, and 
that the difference between the reserve equal to the monthly 
average of notes in excess and the actual use of so much gold 
coin was hardly appreciable. The privilege, however, small as 
it may seem as first sight, is the basis of most that is distinctive 
at the present time in Scottish banking. Taken in connection — 
with the restriction of the right of issue to the banks exercising 
this right in 1846, it has appeared to give to those banks a 
monopoly, or, in other words, has rendered it impossible, or, 
what is the same thing, unprofitable, to set up a new bank in 
Scotland. It has also allowed the Scottish banks to set up 
branches in places to which, under the English system, banking 
could never have penetrated. The two facts are closely con- 
nected, and the principal connecting link is the one-pound note. 
Under this system the branches of the existing banks can hold 
an effective reserve and a sufficiency of till-money at practically 
a nominal cost. Until they put their notes into circulation they 
cost little more than the paper and printing. When they do put 
the notes into circulation they, of course, do so only for a con- 
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sideration of some kind. Further, the reserve is held by the 
central offices and is determined by the monthly average. The 
consequence is that in Scotland branches can be kept open at 
much less expense than in England. In England the great joint- 
stock banks, with their principal offices in London, nave no right 
of issue, and the country banks cannot exceed a certain amount. 
As a consequence, every branch is obliged to use sovereigns or 
Bank of England notes for its till-money, and the expense acts 
as a prohibitive duty on the establishment of branches. 

There are, however, in Scotland still some elements of 
expense, mostly in connection with the note issues, apart from 
the mere cost of production and management. For a long 
period most of the banks were obliged to issue their notes upon 
stamped paper. One consequence was that the notes remained 
in circulation until they were almost illegible through wear and 
tear and dirt. In 1853 the banks were allowed to commute the 
stamp duty into a fixed payment per centum on the amount 
actually in circulation. As it is, however, the notes are reissued, 
and not, as by the Bank of England, destroyed and replaced by 
new ones; and it is calculated that if the English plan were 
adopted the circulation of one-pound notes would not be profit- 
able. 

There are in Scotland two periods in the year at which a 
large increase in the circulation of the notes takes place, namely, 
at the ‘terms’ in May and November, when a great many pay- 
ments, such as rents, wages, etc., are to be made. It is in these 
times that the necessity for holding gold at the central offices 
against the excess of issues is most felt, and in a sense appears 
to be ridiculous. What happens is that the banks, in order to 
conform to the law, are obliged to bring gold from London, the 
Bank of England holding the ultimate reserve of the whole 
country, and as soon as the periodic drain is over the gold is 
returned, having never been unpacked from the boxes in which 
it was transmitted. The expense to the bank is, of course, 
relatively not of much importance, but in times of stringency 
this sudden drain on the Bank of England may be inconvenient, 
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although the cause is perfectly understood and the return of the 
gold in a short time certain. It must not be thought that the 
Scottish banks complain of this periodical display of their 
dependence on the Bank of England, and the expense con- 
nected with it. As a matter of fact, in normal times they 
habitually keep more gold (at present about one million pounds) 
than they are strictly compelled to do according to their issues 
and the probable demand. As already explained, Scottish bank- 
ing, in the ordinary sense, was historically closely connected 
with the right to issue notes. Even now, the issue and the 
banking departments, to adopt the phraseology applicable 
to the Bank of England, are more closely connected than 
in most countries. Partly in consequence of this close con- 
nection and partly as the result of the common law and 
legislation, the security for the convertibility of the notes has 
always been considered of primary importance. In spite of the 
large proportion of the one-pound notes that security may at 
present be considered practically perfect. Any danger there 
may be inarun is not from note holders but from depositors ; 
and the excess of gold held by the banks is of the nature of a 
general banking reserve, not being specially ear-marked for the 
notes. The convertibility of bank notes obviously depends not 
only on the amount of gold held in reserve but on the propor- 
tion of notes likely to be presented in the most extreme circum- 
stances of panic. The strength of the Scottish system is mainly 
due to the fact that, owing to long experience, the people are so 
familiar with notes and so confident in their stability of value 
that if they happen to become afraid of the notes at one bank 
they would probably prefer the notes of other banks to gold 
itself. In order to explain this apparent paradox, reference must 
again be made to the historical development, and especially to a 
part hitherto passed over in this paper, namely, the old estab- 
lished practice of note-exchanges. The Edinburgh banks began 
the system of exchanges about the middle of the last century, 
and in the course of time compelled the country banks to adopt 
it also. The good effects of the system soon received a remark- 
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able illustration. The famous Ayr bank—Douglas, Heron & 
Co.—which adopted the most reckless methods of lending, 
amongst other devices, threw into circulation large masses of 
notes. Owing, however, to the system of exchanges, those notes 
were promptly returned by the other banks, and payment must 
be made under the penalty of insolvency. The consequence was 
that the Ayr bank was obliged to use all its credit to raise funds 
in London, and on the outbreak of the panic of 1772 it at once 
felt the shock. By the Act of 1765 it was compelled to pay its 
notes on demand, and by the system of exchanges the notes 
were returned as fast as they were issued when the actual chan- 
nels of circulation had been filled. It is worth recording that 
almost from the beginning the system was used by each bank, 
not merely for its own protection, but for the safety of the pub- 
lic. Thus, when the Ayr bank was compelled to stop payment, 
the Bank of Scotland and the Royal Bank undertook to pay all 
the notes of the bankrupt firm. The same responsibility was 
undertaken by the other banks on the failure of a western bank 
in 1857 and of a City of Glasgow bank in 1878. This mutual 
responsibility for note issues, now extending over nearly a cen- 
tury and a half, has given to the Scottish notes a stability of 
value that is not excelled by those of the Bank of England.* 
In recent years the system has been strengthened and practically 
perfected through the adoption of daily exchanges. The funda- 
mental importance of the absolute security of the notes has 
been recognized by excluding them from the operation of the 
principle of limited liability, which otherwise is now applicable 
to all the Scottish banks. 

The adoption of limited liability under the Companies Acts 
by the younger banks, after the failure of the City of Glasgow, 
has practically placed all the Scottish banks on the same footing. 
There are at present in Scotland ten banks which may be nomi- 
ually divided into three classes; the differences, however, are, 
to all intents and purposes, historical survivals. The first class 

*It is worth observing that neither Bank of England notes nor notes of the Scottish 


banks are legal tender in Scotland. 
*Cf. KERR, of. cit, p. 7. 
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consists of three chartered banks, in which the liability of the 
shareholders is assumed to have been always limited by the 
terms of the charter. These are the Bank of Scotland, the 
Royal and the British Linen. The second class consists of two 
chartered banks, formerly unlimited, but now limited by the Act 
of 1879, namely, the Commercial and the National. The five 
remaining banks are now incorporated and limited under the 
Companies Acts, 1862 to 1880. All these banks practically do 
the same business and have the same privileges. The amount of 
notes allowed by the Act of 1845 varies in the different cases, 
and the older banks are not obliged to proclaim publicly the 
limitation of their liability. The effect of these differences is, 
however, very slight. 

Apart from the issue of notes, all the banks perform the 
business that is commonly classed under banking. Most of the 
distinctive and peculiar features have been already indicated, 
e. g. the cash credits, the deposit receipts and the note 
exchanges. It is fully recognized that all advances must be on 
securities that can be readily realized without loss. The 
experience of the City of Glasgow still bears fruit, not only as 
regards the responsibility of directors, but as regards the nature 
of investments. To describe more in detail the nature of the 
ordinary banking transactions would involve an account of much 
that is common to ali the highly developed nations. In conclu- 
sion, however, one or two differential points may be noticed. 
In certain matters the banks, in spite of their keen competition, 
otherwise take common action. Thus, they fix the rate of inter- 
est allowed on deposits at a uniform rate, and the rate is deter- 
mined by the rate of the Bank of England. Until recently— 
October 1, 1892—the banks allowed interest on current accounts, 
at first calculated daily and, later, on a monthly average of the 
balances. The fall in the rate of interest on banking securities, 
coupled with the fact that it was no longer necessary to attract 
business, led to the abandonment of the practice. The Scottish 
banks adapt themselves more than most banks to the needs of 
small customers, whether private people or retail traders. They 
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do not object to checks for small amounts, and they grant over- 

drafts and cash credits on the same scale. Per contra, however, 
the great merchants complain that they can obtain accommoda- 
tion cheaper in London than at home, and that the Scottish 
banks, through their London agencies, lend ‘it at a lower rate to 
English merchants than they will accept in Scotland. It is 
impossible for an outsider to express an opinion on the reality of 
this grievance. The conjecture may be hazarded that the banks 
could justify their conduct so far as it is as alleged by the 
general nature of their business as a whole; they may, for 
example, gain more indirectly than they lose directly through 
their London connections. 

Finally, a fact may be mentioned which shows, in a striking 
way, the effect of the historical development which has been the 
guiding thread in this brief account of a complex system. The 
Edinburgh banks were all established before the others, and they 
transact seventy per centum of the entire banking business of 
Scotland. The Glasgow banks conduct twenty-three per centum, 
and the provincial banks seven per centum. Having regard only 
to the relative wealth and population, it might have been 
expected that the proportion for Glasgow and Edinburgh would 

‘have been reversed. This fact also calls attention to the 
efficiency of the branch system, and to the truly national 
character of the banks. It should never be forgotten that this 
effect is principally due, not to the action of the central 
authority, but to that freedom of action and freedom of move- 
ment of which the great Scottish economist is the chief 
exponent." 


J. SHIELD NICHOLSON. 
UNIVERSITY OF EDINBURGH. 


* At the same time it should be remembered that Adam Smith by no means approved 
of absolutely free banking. He wrote about the time of the Ayr failure. 
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HAS THE STANDARD GOLD DOLLAR 
APPRECIATED? 


THE wide understanding and general acceptance of the 
principle that the nominal unit of value, which we call the 
dollar, is not necessarily an invariable standard or measure of 
value, marks a very important step in the diffusion of economic 
ideas. If in the course of the next twelve months the market 
price of everything should be doubled, so that what now costs 
only one dollar should then cost two, and what now costs five 
hundred should then cost a thousand, a large majority of the 
intelligent community would perceive, abstractly at least, that 
there had been no actual change in values, but that what passes 
current as one dollar would be worth only half as much as it 
now is. They would dimly perceive the case to be similar to 
that of a man who, waking in the morning and picking up 
what he supposes to be a foot rule, should find that he was ten 
feet high, and that his house and all his family, when measured 
by this rule, had increased their linear dimensions in the same 
proportion. Instead of posing as a giant he would reach the 
very simple conclusion that his supposed foot-rule was really 
only six inches long. So far as intellectual conceptions go, it 
ought to be perfectly obvious that calling a piece of metal, or a 
piece of paper, one dollar, no more gives it value than calling a 
ruler one foot gives it length. It should be just as easy to 
suppose two different kinds of dollars, say a piece of silver and 
a piece of gold, both declared equal dollars by act of Congress, 
to have different actual values, as to conceive of two scales, 
made in different parts of the country, and both declared legal 
yards, having different lengths. As a matter of fact, however, 
the conception is not so easy when applied to any concrete case. 
The quality of length is evident to the senses, and the concep- 
tion of this quality can be gained by simply looking at an 
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object. The quality called value not only evades all examina- 
tion by the senses, but its very conception is so abstract and 
difficult that the ablest economists are not yet fully agreed as 
to its statement. Little wonder, then, if the typical man should 
feel much satisfaction at being worth twice as many dollars this 
year as he was last, even if the dollars themselves are worth 
only half as much, or feel impoverished by a great reduction 
of his money values, though he could still command as many 
of the utilities of life as he could before. But the percep- 
tions of the typical man in this respect are gradually improv- 
ing, and we may hope ere long that the necessity of an invari- 
able dollar shall be as keenly appreciated by our public and 
our legislators as the necessity of an invariable yard now is. 
When, however, we seek for any practicable plan to give 
effect to the conception in question, we are met with almost 
insurmountable difficulties. In the case of material objects, such 


qualities as length and weight remain almost invariable from day. 


to day and from year to year. In the public market the value 
of nothing remains invariable. There is not even one com- 
modity the value of which can be proven invariable. We must 
remember that the general agreement that the value of a certain 
metal, say gold or silver, shall be considered invariable, no more 
meets the case than would an agreement that a piece of rubber, 
of possibly varying length, should still be considered as always 
equal to one foot. No actual standard being attainable, an ideal 
one has to be substituted. The happy idea was conceived that 
“things in general,” or the sum total of everything purchased 
in a day or a year, might be considered as having an invariable 
value. Thus arose the conception of a tabular standard of value, 
determined in the following way: Suppose that to-day we find 
the average price of all commodities sold in the wholesale markets. 


We make the same determination a year hence. During the 


year some prices will have risen, and others will have fallen. 
If the general average remained the same, the conclusion would 
be that the unit of value in which they were measured, say 
the dollar, had not changed. If the general average price had 
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risen, it would indicate that the unit of value had depreciated ; 
if it had fallen, it would indicate that the unit had appreciated 
in value. Twenty years ago, this system of a tabular standard 
was supposed to afford a satisfactory solution to the problem, 
or at least a near approach to a satisfactory conclusion, if it could 
only be practically applied, and especially if we could agree as 
to the exact way in which the general average should be taken. 

But a new source of trouble has, in the mean time, arisen. 
The fundamental idea on which the tabular standard was based 
was that human labor itself furnished the best possible stand- 
ard. Find what the average man, taking the whole community 
through, can gain by a day’s labor now, and then what he can 
gain by the same day’s labor next year. It seems quite rea- 
sonable to assume that the real value to this average man of 
his day’s labor is the same in the two cases, and that the dollar 
has appreciated or depreciated according as he can gain more or 
less dollars at the end of the year than he could at the begin- 
ning. In proposing the tabular standard it was supposed that 
the quantity of labor necessary to produce goods did not, in 
the general average, vary greatly from year to year. The aver- 
age rate of wages, the average daily earnings of the average 
man, throughout the whole community, cannot be determined 
with either the ease or the precision that the average prices 
of commodities in the market can. Hence it was natural to 
take prices instead of wages as the average on which the 
standard should be based. But now it is found that these two 
methods will give widely different results, results differing so 
much, in fact, as to include the whole field of discussion between 
them. The constant improvements in labor-saving machinery, 
the division of labor, and the organization of manufacturing 
establishments on a large scale, which cheap transportation has 
rendered possible, have all contributed to the productiveness of 
human labor. The result is, that if we consider human labor 
as the standard, then the value of commodities in general has 
greatly diminished, while if we consider commodities as a 
standard we must admit that the absolute value of human labor 
has increased. 
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It is very curious that this divergence corresponds fairly well 
to the change in the relative values of gold and silver during 
the past twenty years. If we take commodities as a standard, 
we must reach the conclusion that silver has remained nearly 
invariable in value, and that gold has appreciated. Speaking 
approximately, and in a very general way, we may say that the 
quantity of silver in a dollar, or sixty cents, will now buy as 
much in the wholesale market as a dollar would twenty years 
ago. As silver has diminished in price, so have commodities in 
general. If we regard the actual value of commodities in gen- 
eral as invariable, then silver also is invariable, the apparent fall 
being simply a measuring of values by a higher standard. From 
this standpoint gold has appreciated. 

If, however, we take human labor as a standard; if we admit 
that a day’s labor of the average man is really worth to him 
just the same as it was to his father, then we must reach the 
conclusion that even the gold dollar has depreciated. Taking 
the community all the way through, it is easier to earn a gold 
dollar to-day than it was twenty-five years ago. Wages have 
very generally increased throughout the whole range of industry; 
they have at least increased in many more cases than they have 
diminished. Professional and personal services are decidedly 
higher. Remembering that our standard up to the present time 
is really the gold standard and not the silver standard, we may 
say that, adopting this mode of measuring absolute values, the 
nominal depreciation in the value of silver has all been real. 

The problem now is, which of these two views is the soundest 
from the standpoint of equity. We assume this standpoint 
because it is that from which the arguments in favor of the silver 
standard profess to start. Twenty-five years ago a man loaned 
a certain number of gold dollars on mortgage for the benefit 
of his children. If the principal is paid to-day, can it be most 
equitably paid in gold dollars, or in silver ones worth sixty cents 
each in gold? If aman loans a thousand dollars to-day with 
the same object, is it most equitable that his children, who are 
to get the benefit of the debts thirty years hence, should receive 
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such dollars that they would purchase the same amount of 
human labor that a thousand dollars now will, or such that they 
will purchase the same amount of commodities? The advocates 
of the gold standard base their answer to these questions on a 
very simple consideration. It is conceded by both sides, or at 
least by the intelligence of both sides, that the fall in prices 
which has opened the question has been due wholly to improve- 
ments in production and transportation with which the cur- 
rency has had nothing to do. Hence this cheapening should 
not be charged to the currency in any way. Making fair allow- 
ance for the influence of labor-saving machinery and the open- 
ing out of new sources of supply on prices, we shall find that 
they have really fallen less than should have been expected. 

The strongest argument I have seen in favor of the contrary 
view was put forth by Professor Ross, of Cornell University, in a 
paper published in the Annals of the American Academy, toward 
the end of 1892. After carefully weighing all of Professor 
Ross’s arguments, it seems to me that they did not prove his point, 
which was that only one thousand dollars worth of commodities, 
according to the present prices, should equitably be supplied, 
so that, if commodities in general should fall in price, the payer 
of the debt should reap the greater part of the advantage. The 
weak point of the argument seemed to me to be the omission 
of all considerations respecting the intent and meaning of the 
parties, and the manner in which a knowledge of the result would 
have affected the terms of the transaction. At first sight it 
might appear, as Professor Ross tacitly assumes, that all the cred- 
itor could reasonably have expected was that his children should 
receive the same amount of commodities which the money he 
loaned would now purchase. But the fact is here left out of 
consideration that the act of the creditor in loaning the money 
was determined by the need which his children should have for 
the money. Had his children not needed it at all, he probably 
would not have loaned it, but would have spent it in satisfying 
his present needs. Now the very hypothesis on which the whole 
argument rests is that commodities in general, for the com- 
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munity at large, are to become much cheaper during the thirty 
years that the debt remains unpaid. This is the same thing as 
saying that the community in general is to become richer in the 
same degree, that is, to stand less in need of wealth. Evidently 
if the man had known that his children were to be richer, and 
that two hundred barrels of flour would be of much less import- 
ance to them than to him, it would act as a strong incentive 
against making a loan, or it would lead him to demand a much 
higher rate of interest. One of Professor Ross’s illustrations is 
so apt as showing both the strength and the weakness of his 
argument, that I may refer to it. He says, in effect, that a man 
who lends a mirror for one year could not reasonably expect to 
have two mirrors back again, if those objects had in the mean 
time fallen to half their value. Now this may be the case when 
thus stated, but to make it correspond to that of actual business 
we must suppose that the man who loaned the mirror purchased 
it for the express purpose of lending it, and takes it back again 
only for the purpose of selling it at the end of the year. When 
looked at from this point of view, the inequity of compelling 
him to receive only a single mirror back again, and thus get 
only half his money, would be obvious, 

But even should we admit the arguments in question, we 
shall find that they do not lead so strongly as they at first seem 
to the supposed conclusion that the actual value of the gold 
dollar, as measured in commodities, has increased. Should we 
admit the argument, we should at once want to know what 
commodities? Those taken in the argument are raw materials, 
and manufactured articles sold at wholesale. How far this is 
from affording a correct standard will be seen in a moment by 
reflecting how much a creditor would be dissatisfied if, after a 
lapse of years, his debt was to be settled in such articles as pig 
iron, raw cotton, wheat and sheet copper. If he were told that 
a settlement would have to be made in commodities, he would 
certainly say: then let the commodities be those which my 
family need; let them be supplied in the state that they are 
needed; let them include personal services necessary to their wel- 
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fare as well as commodities ; and let the basis be arranged on the 
actual cost of living and on nothing else. That this would be a 
more equitable arrangement than one based on wholesale 
prices seems to me so obvious as hardly to admit of argu- 
ment. 

Basing an argument on this view, it seems to me the result 
for the past thirty years would be in favor of the invariability 
of the gold rather than of the silver dollar. No housekeeper 
will, I believe, admit that the cost of living, measured in gold, 
is less now that it was twenty-five years ago. It is true that 
articles are cheaper just in proportion as machinery and manu- 
facture on a large scale has made them so; but when we come 
to the details of housekeeping we find that these improvements 
have done less toward cheapening it than might at first sight be 
supposed. It is very curious to notice that there is generally no 
cheapening in those operations of production which depend on 
labor alone, and not on machinery. This fact emphasizes the 
other fact that more gold dollars have to be paid for labor now 
than ever before. I am ready to be corrected by statistics of 
retail prices if I am wrong; but speaking from my own exper- 
ience it does not appear to me that the retail prices of the neces- 
saries of life are, in the general average, much less than they 
were twenty-five years ago. Hides may be cheaper, but shoes 
made to order cost as much as they ever did. Tailor-made 
clothes cost more than they did. Wheat is cheaper, but I do 
not find that a loaf of bread is. Butter, milk, and everything 
that is purchased in the market, costs as much, if not more, than 
it did forty years ago. I am not aware of any fall in the price 
of beef or mutton per pound. A bale of cotton costs less, and 
I believe it to be true that a laundried shirt may be purchased 
much cheaper now than it formerly could; but this is to be 
attributed to the fact that, thirty years ago, the production of 
cotton was cut down by our civil war. The woodwork for a 
house has cheapened, in consequence of being largely produced 
by machinery; yet so small an item is this in the cost of a 
building that the total cost of a house has not appreciably dimin- 
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ished. I think, in fact, that the building of a house costs decid- 
edly more than it did thirty years ago. The wages of domestic 
servants have become much higher, which shows that this useful 
class earns a gold dollar by much less labor than it used to. The 
same is true of the physician, the dentist, and almost every one 
on whom we call for professional services. Books which are 
not copyrighted, and which are produced in large quantities, are 
much cheaper; but I do not think the price of new copyright 
books has materially diminished. 

Striking a general average, I think the public impression that 
the cost of living has constantly advanced since the times of our 
fathers is well founded. One of Mr. Evarts’s celebrated witti- 
cisms is much tothe point. Some one said that General Washington 
could throw a dollar across the Potomac. “Oh, yes,” said Mr. 
Evarts, ‘‘we know very well that a dollar went farther in those 
days than it does now.” 

Altogether it seems to me that the cheapening effects of 
labor-saving machinery have been almost completely neutralized 
by the increase in the cost of every sort of professional and 
personal service, and in the wages of the hands through which 
everything must pass. But this implies, as we have already 
pointed out, that the people who render these services can now 
earn a gold dollar easier than they formerly could. Increased 
well-being there is; this we all admit; but it is produced by 
increased wages and increased incomes, and not by diminished 
cost of living. These wages and incomes have to be paid as well 
as received, and thus they tell upon the general cost of the 
necessaries of life. Cut them down, and let prices remain what 
they are now, and I do not believe any one will be better off, in 
consequence of any cheapening of the necessaries of life, than his 
father was. 

My conclusion is that the doctrine so widely and industriously 
disseminated, that our standard gold dollar has increased in value 
during the past twenty years, will not stand examination, when 
tested by any equitable standard, and that, as a matter of fact, it 
has rather depreciated. If so, silver has depreciated in a still 
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higher ratio, so that gold and not silver should be looked upon 
as the equitable standard. 

Of course this refers primarily tothe past. But I must point 
out that even if my view should be wholly fallacious ; if it should 
be proved that the silver and not the gold dollar had remained 
invariable in absolute value, this would not afford a sufficient 
argument for now going back to the silver standard of 412% 
grains of silver to the dollar. The equities of the future are not 
determined by the standard on which debts were contracted 
thirty years ago, but on the standard of today. If we rehabili- 
tate silver, every consideration of equity and sound policy de- 
mands that we rehabilitate it according to the present standard ; 
that is to say, that we put about 700 grains into the dollar. If 
any one believes that silver is more likely in the future to afford 
a satisfactory standard than the dollar is, he should take ground 
in favor of this sort of a dollar as the basis for all money trans- 
actions of the future. The writer has no objections to the princi- 
ples of bimetallism, if properly and correctly applied. One of 
the misfortunes of the monetary situation is that the logical and 
consistent bimetallist seems to have disappeared from the field 
of battle, leaving only silver monometallists and gold monomet- 
allists. Every one ought to know that the free coinage of silver 
on the present basis means silver monometallism. This might 
have been doubted three years ago, before the Sherman bill 
became a law, but the results of that bill prove it most conclu- 
sively. If our treasury can absorb from the silver market fifty- 
four million ounces annually for three years, not only without 
increasing the price of the metal, but without preventing its con- 
tinuous depreciation to the lowest point ever reached in history, 
how much will it take to stop that depreciation, and raise it to a 
par with gold? Evidently the amount will rise to thousands of 
millions of dollars in a very few years. But before such a point 
is reached our currency would be inflated beyond all reasonable 
limits. Free coinage on the present ratio of 16 to 1 would at 
the present moment be a simple cataclysm, and it is not likely 
that a ratio of 20 to 1 would work much better. If the outlook 
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seems discouraging, the bimetallist may console himself with 
the thought that the time when the value of the gold dollar, as 
measured by human labor, will actually appreciate, still seems 
to be far enough distant to give time for mature reflection. 
Simon NEwcoms. 


WASHINGTON, D. C. 


4 


THE ECONOMIC CONDITION OF SPAIN IN THE 
SIXTEENTH CENTURY. 


THE external events in certain conspicuous revolutionary 
epochs, by reason of their strong dramatic character, even in an 
unembellished narrative, appear to satisfy the reader and gain 
applause for the writer. Spanish history in the sixteenth 
century furnishes such a series of events. The reigns of Ferdi- 
nand and Isabella, Charles the Fifth, and Philip the Second, 
present abundant material for a brilliant narrative; and in order 
to produce the dramatic effect desired it is not necessary for the 
historian to add to the striking achievements of the government 
the evidence that the nation was, in the meantime, drifting hope- 
lessly to economic ruin. If the historian happens to be more 
interested in literary art than in social philosophy, this evidence 
will hardly find place in his account. In this paper, however, it 
is proposed to indicate briefly some of the economic features of 
Spanish history which have been found unsuited to the dramatic 
narrative and consequently neglected. 

In the beginning of the sixteenth century Spain stood, in 
relation to the other nations of Europe, economically higher 
than she had ever stood before, or has ever stood since. Then 
Toledo, Cuenca, Segovia, Cordova, Granada, Ciudad Real, 
Villacastin, Baeza, and other towns flourished as important seats 
of manufacturing industries. According to so sober and careful 
a writer as Baralt, ‘Seville, in which was concentrated the 
commerce of America, had then, no less than sixteen thousand 
work-shops and one hundred and thirty thousand workmen 
employed in making textile fabrics of silk and of wool; the 
Peninsula had then more than a thousand merchant vessels in all 
of the known seas, a number very much greater than that of any 
other nation of Europe at that time; then, finally, the famous 
fairs of Medina del Campo, Burgos, and Valladolid a:tracted by 
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their wonderful riches the merchants of all nations.”* While 
we may accept the general fact expressed in statments like this, 
we must at the same time admit that the historical references 
to the economic condition of Spain at the beginning of the 
sixteenth century have been more or less influenced by the 
spirit of exaggeration in which writers have described that age of 
great achievements and of greater expectations.* But after the 
reign of Ferdinand and Isabella the economic affairs of Spain 
went into a long decline. 

One of the most conspicuous features of this decline was the 
diminution of the population. Ten years before the discovery of 
America the population of Spain was 10,000,000. About this 
time it began to decline, and did not reach this number again 
until nearly three hundred years later. In 1492, after the expul- 
sion of the Jews, it was 9,800,000. In the next hundred years 
the population of Spain sank to 8,000,000. During the sixteen 
years following 1592, years in which the Moriscos were expelled, 
it fell to 7,500,000; and in 1700 it stood at 6,000,000. Towards 
the close of the eighteenth century, it rose to 10,000,000, and in 
1797 it was 10,500,000. In spite of the marked decline in the 
total population of Spain in the sixteenth century, the last three 
quarters of that century were for several of the cities a period of 
growth and prosperity. Seville became specially conspicuous in 
this development ; but after the transfer of the Casa de Contra- 
tacion to Cadiz, the commercial importance of Seville declined, 


* Historia de Venezuela, i. p. 368. 


*“The bragging of past commerce, like the boasting of present strength, is pure 
thodomontade, but a reference to some bygone period of old and better times is the 
fond and allowable dream of all who suffer under the evil of the day; and where, how- 
ever, are the proofs of commercial prosperity? The grandee and the church have 
indeed left memorials of their indubitable power and magnificance, but where are the 
remains or even records of roads, canals, docks, quays, warehouses, and other appli- 
ances? They are not; while everything that tends to the contrary is evidenced in all 
Spanish feelings and institutions, their exclusive nobility, their disqualifications, their 
marble - cold spirit of caste, and still existing contempt; all these obstacles of opinion 
are more difficult to be overcome than those of natural causes. The bulk of the nation 
despises trade.”—RICHARD ForD, Spain. London 1845, ii. p. 617. 
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and Cadiz rose rapidly in wealth and population, and became 
the privileged port of Spain. * 

There appears to be little doubt that the indolence of the 
Spaniards must be set down among the causes of the decline of 
the Spanish population and the fall of Spanish industry. Writ- 
ing in the sixteenth century, Bodin ascribed to the Spaniards an 
excessive indolence, except in matters of war and commerce ; 
and this appears to have been a current opinion of his times. 
But certain modern writers of Spain repudiate the idea that the 
Spaniards of the sixteenth and seventeenth centuries were 
indolent; at the same time they admit that “the vice of begging 
bread from door to door was very common in Spain, vagrancy 
being preferred to useful and continuous work.” The laws of 
Spain in the Middle Ages, moreover, make frequent reference to 
the fact that men and women who might work were disposed to 
live by begging ; and some of these laws contain commands that 
‘all shall labor and live by the work of their hands, except those 
who suffer such infirmities or injuries, or such great age as not to be 
able to work, and boys and girls under twelve years of age.”” The 
fact that a law was issued in the last quarter of the fourteenth 
century, requiring the alcaldes of the several towns to compel 
persons under their jurisdiction to work, indicates that the evils 
of idleness had already attracted general attention. 

The habits of idleness appear, however, not to have been 
confined to a single province of Spain, but many provinces suf- 
fered the affliction. Yet we may always except Galicia, Cat- 
alonia, Vizcay, Valencia, and a part of Murcia. In the discus- 
sions of the times, as well as in the laws, there is abundant 
evidence that among the Spaniards themselves, of the fifteenth 
and sixteenth centuries, idleness was regarded as a serious evil, 
an evil to which in large measure was due the decline in the 
population and economic standing of Spain. The rich enjoyed 
in ease the wealth which they had inherited, or derived from the 
Indies. The poor nobles turned to the church, or followed the 


*COLMEIRO, Historia dela Economia Politica en Espafta, ii. p. 13; PRESCOTT, Ferdt- 
nand and Isabella, iii. p. 463 ; SCHERER, Geschichte des Welthandels, ii. p. 243. 
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profession of arms, or sought unimportant offices or clerkships 
under the Government, or became the pages or secretaries of 
the wealthy, ‘resigning themselves,” to quote the words of Pro- 
fessor Colmeiro, “to suffer hunger, nakedness, and misery 
rather than humiliate themselves by living by the work of their 
hands. The common people, inclined always to imitate those 
of better fortune, followed the evil example of the gentlemen 
and nobles ; and it became fashionable to abhor the mechanical 
arts and the useful trades as unworthy of persons of intelligence 
and position.”* The acceptance of these ideas was followed 
by thorough - going corruption, in which society was overrun by 
adventurers and all manner of persons attempting to live without 
work. Idleness may have been the ideal of the nobility of 
other countries, but its effect was more disastrous in Spain than 
elsewhere because of the great number of Spaniards who figured 
as nobles. The drift towards idleness and impecunious pre- 
tension found, moreover, strong support in the laws which in 
effect rewarded withdrawal from practical affairs and punished 
application to any form of industry or commerce by making it 
impossible for those engaged in these occupations to gain social 
or official distinction. 

Although vagrancy in the Middle Ages was by no means 
confined to Spain, it found here special encouragement in the 
disturbed condition of society, which prevailed particularly 
along the Moorish frontier, on account of the long wars between 
the Christians and the Mohammedans. And the evil which 
had been thus stimulated went on increasing throughout the 
sixteenth century. On several occasions attempts were made to 
abate it. In 1518 and in 1523 efforts were made by the cortes of 
Valladolid to have the poor confined in their begging to their 
native towns; and in 1525 the cortes of Toledo sought to have 
only such persons allowed to solicit public charity as had been 
licensed to do so by the authority of the ayuntamiento. Similar 
demands were put forth by the cortes of Madrid in 1528 and in 
1534. Lest measures like these should result in hardship to 
*COLMEIRO, Historia de la Economia Politica en Espanta, ii. p. 26. 
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those who sought work and were unable to find it, and in recog- 
nition of distinctions which ought to be made among those who 
sought help, it was proposed that in each town there should be 
a person appointed to examine the several cases of the poor, 
and assign to each treatment in accordance with his individual 
merits and needs. 

The inclination of the Spaniards in the sixteenth century to. 
live without work was strengthened, moreover, by extensive and 
indiscreet alms-giving; and the practice of giving alms was 
furthered by the emphasis which the church placed on the virtue 
of giving to the poor. Whatever pious satisfaction the givers may 
have derived from their indiscriminate charities, it is clear that 
their action tended to destroy the basis of social prosperity. In 
addition to the alms given by private persons, the churches, the. 
convents, and the monasteries appeared as endowed supporters 
of the poor, who, sure of being assisted in their need, lost the 
main incentive to labor, and fell into poverty and vagabondage. 
We have no means of knowing the number of the worthy poor 
at any point of time within the period in question; but there is 
good evidence to show that, however numerous they may have 
been, they were far outnumbered by those who had become 
beggars and tramps because they preferred this kind of a life toa 
life of monotonous toil. 

Attempts were made at various times to discriminate between 
the deserving and the undeserving mendicants. In the cortes, 
in 1523, 1525 and 1534, it was proposed to prohibit begging, 
except under license, but the plan was never executed in Castile. 
Local provisions were, however, adopted in certain cases. In 
Zaragoza, for example, the privilege of asking alms was granted 
to those who were incapacitated for work, and these were made 
known to the public by means of a medal, while those who 
begged without a license were expelled as vagabonds. But these 
precautions were not effective ; no provision had been made 
against the transfer of the medals. Under Charles the Fifth and 
Philip the Second, from 1523 to 1565, on no less than eight 
occasions, the central government issued laws or ordinances con- 
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cerning the control of beggars by the police ; and this policy of 

restriction became a political and moral question on which differ- 
ent parties held widely divergent views. ‘The theologians and 
the moralists thought they saw the cause of Christian charity 
compromised, and sallied forth in defence of the liberty of beg- 
ging.” Principles and arguments were formulated and urged for 
and against restriction, and the question at issue appears to have 
made a profound impression on the nation, and called out numer- 
ous remedial projects. Of these, none seems to have been more 
generally approved than that advanced by Perez de Herrera, 
which provided for the establishment of poor-houses, through 
which efforts were to be made “ to distinguish and separate the 
true from the pretending paupers, to succor the needy, to give 
proper education to orphan and abandoned children, and to 
reform fallen women.” The plan received the support of the 
Government, and at the close of the sixteenth century there 
were indications of favorable effects. Although the means at 
hand for carrying out the plan were inadequate, yet, under its 
influence, “‘many false mendicants returned to their trades, 
others applied themselves to agricultural occupations, others to 
domestic service, and others entered the army.”* If, in the sev- 
enteenth and eighteenth centuries, the evils of pauperism again 
increased, it was in large measure due to the indolence and 
inefficiency of those wielding the governmental authority. The 
reluctance to work, the consequent poverty, and the ease with 
which a living could be had by begging must be set down among 
the causes of the decline of the population and of economic pro- 
duction in Spain in the sixteenth century. 

The men and the wealth consumed by Spain in her foreign 
wars in the sixteenth century constituted an important draft on 
her resources. Of the thousands who annually left the Peninsula 
very few ever returned. Among the nation’s losses we count not 
only those who were carried away to the wars in Africa, Ger- 
many, Italy, and the Netherlands, but also those who were drawn 
to the Indies by the love of adventure, missionary zeal, or the 


* COLMEIRO, ii. p. 39. 
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desire for gold. We have no exact statistics of those who went 
to America, but Jose del Campillo, a minister of Philip the Fifth, 
who had extensive knowledge of the affairs of the Indies, esti- 
mated the number at fourteen thousand a year for the three hun- 
dred years of the sixteenth, seventeenth and eighteenth centu- 
ries. Both those who went to the foreign wars and those who 
went to the Indies were men in their best years, and for their 
number represented, therefore, the maximum loss to the nation. 
The fact, however, that a part of the wealth acquired in the 
Indies was employed to purchase lands in Spain, and to improve 
their cultivation, helped to offset the loss by emigration. 

One of the conspicuous signs, of decay in the economic con- 
dition of Spain was the decline in agriculture. Seeing the 
impending evil, and seeking to avert it, the Government had 
already, in the thirteenth and fourteenth centuries, undertaken to 
exempt from seizure animals and implements employed in cultiva- 
tion, as well as the products of the land, except in favor of the 
king, the lord of the district, or the owner of the land. These 
privileges were enlarged and confirmed by Ferdinand and Isabella. 
Philip the Second decreed, in the last decade of his century, that, 
in case of debt under contract, the farmer’s oxen, mules, or other 
working animals, agricultural implements, and seed, should not 
be liable to seizure, nor should the farmer himself be imprisoned 
during the months from July to December. The critics of this 
legislation maintained that there was evident need of this encour- 
agement, but affirmed that it did not go far enough; that the 
immunity from imprisonment should have been made perpetual, 
there being need that it should cover the seedtime as well as the 
harvest. But, in spite of protective legislation, the decline of 
agriculture was persistent, and it was held by foreigners and 
Spaniards as well that this was not the fault of the land, but the 
fault of the people. 

The miserable condition of the farmers began to be observed 
in the early part of the century in question, and in 1578 Juan de 
Arrieta “ contrasted the ancient fertility and abundance of Spain 
with the total destruction of agriculture.” In the beginning of 
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the seventeenth century the wretched condition of those engaged 
in agriculture was brought publicly to the attention of the cortes ; 
and in 1619 the Council of Castile, describing the state of the 
realm, said that ‘the houses were falling into decay, and no one 
returned to rebuild them, the agricultural districts were becoming 
deserted, and the inhabitants were disappearing and leaving the 
fields abandoned.” 

The depression of agriculture was further intensified, particu- 
larly in Southern Spain, by the overthrow of the Moriscos of the 
Alpujarras, and their transportation to other parts of the country. 
After this event the landowners of Andalusia learned that their 
lands had become worthless, since they were deprived of their 
industrious cultivators. The domains of the Crown, after the 
failure of an attempt to colonize them with Christians, were sold 
in 1597, as costing more than they yielded. But defeat and 
exile were not enough to break the attachment of the Moriscos 
to their homes in the Sierras, and, “in spite of the penalties of 
death and slavery with which the law menaced them, many of 
them resumed their old occupation amongst the vines, the olives, 
and the sheepfolds of the secluded Alpujarras. In Castile, Ara- 
gon, and Navarre, the Moriscos, notwithstanding the grinding 
taxation and the intermittent persecution to which they were 
exposed, increased and multiplied, and became, in the country, 
the most industrious and successful husbandmen, and, in the 
towns, the most skillful and prosperous artisans.”* But what- 
ever hopes of prosperity for Spain were based on the skill and 
industry of the Moriscos were destroyed by their expulsion in 
1610. 

The number of the Moriscos expelled from Spain has 
been variously estimated, the estimates ranging from 300,000 to 
3,000,000,— 500,000 being the number accepted by many 
writers. Besides those who went into exile, Spain “had few 
that were industrious, or that were skilled in most of her profit- 
able manufactures,” and for this reason the loss was irreparable. 
“With the Moriscos the last of the productive workers disap- 


* STIRLING - MAXWELL, Don John of Austria, i. p. 285. 


pei 
| 
agi 
of 
cul 
de: 
mé 
fay 
to 
sp 
Si 
co 
of 
in 
S} 
of 
at 
we 
of 
th 
in 
its 
int 
ta 
B 
of 
ar 
ar 
Ww 
m 
M 
th 
\ 


ECONOMIC CONDITION OF SPAIN. 521 


peared from Spain, and in Southern Spain, which they had occu- 
pied, there remained only the memory of the once flourishing 
agriculture and industry. At a single blow the industrial force 
of Granada was destroyed, the desolated land remained without 
cultivation, the Vega, celebrated as a paradise, was turned into a 
desert, so that the few colonists sent thither scarcely found 
means of support, and famine was not uncommon in the most 
favored land of Europe. The roads built by the Moors went 
to ruin; the excellent system of irrigation dried up; and the 
splendid aquaducts which conducted the snow-water from the 
Sierras were broken and destroyed.” * 

In 1618, a few years after the expulsion of the Moriscos, a 
commission called to propose a remedy for the ruinous condition 
of the kingdom, began its memorial to the king with the follow- 
ing lamentation: ‘The depopulation and want of people in 
Spain are at present much greater than ever before in the reigns 
of any of your Majesty’s progenitors; it being in truth so great 
at this time, that if God do not provide such a remedy for us as 
we may expect from your Majesty’s piety and wisdom, the Crown 
of Spain is hastening to its total ruin; nothing being more visible 
than that Spain is on the verge of destruction, its houses being 
in ruins everywhere, and without anybody to rebuild them, and 
its towns and villages lying like so many deserts.” * 

It was of great importance for agriculture that the means of 
irrigation which the Spaniards found established in the districts 
taken from the Moors should be maintained and even extended. 
But the conquerors in this matter appear as inefficient successors 
of the conquered. Their attempts in this direction were few 
and ineffectual. The year after the fall of Granada, Ferdinand 
and Isabella granted to the city of Ecija the privilege of taking 
water from the Genil for irrigation, and at the same time they. 
made various provisions for preserving the ditches made by the 
Moors, but the later condition of this region indicates that 
these provisions were not attended with great practical conse- 


* SCHERER, Geschichte des Welthandels, ii. p. 243. 
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quences. In 1496 the sovereigns approved a contract agreed 
upon between the city of Logrofio and one of its citizens, 
under which the latter was to advance the money necessary to 
construct means of using the water of the Ebro for irrigation. 
But fruitful efforts in behalf of irrigation appear to have ended 
with the reign of Ferdinand and Isabella. In 1529, Charles the 
Fifth began the imperial canal of Zaragoza, but sixty years later it 
was far from complete, and in the middle of the seventeenth cen- 
tury, it had been filled up and almost entirely destroyed. Another 
project was favored by the Emperor, in 1532, by which the 
waters of the Tagus were to be used to irrigate the Vega of 
Colmenar de Oreja. But even these feeble efforts were not 
kept up during the last half of the century, during which period 
the subject of irrigation appears to have passed from the atten- 
tion of both king and cortes, and been neglected by the 
people. 

The privileges enjoyed by the sheep owners who were repre- 
sented by the council of Mesta, were not without importance for 
the agriculture of Spain, particularly for the agriculture of 
Estramadura. When the Moors had been expelled from this 
province, the cities were razed and the inhabitants were 
destroyed or driven into exile. Peace followed the war, but it 
was the peace of desolation. ‘Vast tracts previously in culti- 
vation were then abandoned, and nature, here prolific, soon 
obliterated the furrows of man, resumed her rights, covered the 
soil with aromatic weeds, and gave it up to the wild birds and 
beasts. . . . Only a small portion of the country was recultivated 
by the lazy, ignorant, soldier conquerors ; and the new popu- 
lation, scanty as it was, was almost swept away by the plague of 
1348, after which fifty whole districts were left unclaimed. 
. . . These unclaimed, uninhabited pasturages at last attracted 
the attention ofthe highland shepherds of Leon, Segovia, and 
Molina de Aragon, who drove down their flocks to them as to 2 
milder winter quarter; hence by degrees a prescriptive right of 
agistment was «laimed over these commons, and the districts at 
last were retazados, or set apart and apportioned. This feeding 
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their flocks at the expense of others exactly suited the national 
predilection for self, and as the profit of the wool was great, and 
long one of the most productive staples of Spain, the flocks 
naturally multiplied, and with them their encroachments. As 
the owners were powerful nobles and convents, the poor peasants 
in vain opposed such overwhelming influence.” * Gradually the 
population of Estramadura increased, resulting in contests 
between the wandering shepherds and the resident cultivators. 
In 1556, a compromise was effected, and the privileges of the 
Mesta were defined and legally established. Conspicuous among 
these privileges two may be cited: one was that the permanent 
residents were prohibited from plowing land that had not been 
cultivated hitherto; the other was that they were prohibited from 
extending their enclosures. The privileges of the Mesta sug- 
gest the hunting privileges of a medieval aristocracy. They 
discouraged agriculture, and those who opposed them found it 
easy to argue that they ‘“‘doomed to barrenness some of the finest 
districts of Spain.” 

An effective obstacle to agricultural progress existed also in 
the practice of entailing estates in behalf of the eldest son, and 
of bestowing lands in mortmain on churches and monasteries. 
The fact that the Christian kings of Spain were, during several 
centuries, engaged in extending the borders of their kingdoms 
at the expense of the Moors, placed at their disposal, on every 
occasion of advance, a certain amount of confiscated land. 
These acquisitions were at first made part of the domains of the 
crown, and were used in different ways by different kings. 
Some were disposed to retain them as part of the royal patri- 
mony; by others they were conferred upon persons who had 
rendered distinguished services in the wars of the conquest, or 
given to churches, monasteries, or hospitals, or transferred to 
local organizations for the common good of the inhabitants. 
Grants made to persons were at first for life; and if they passed 
from father to son, it was not by virtue of a law of inheritance, 
but by reason of successive confirmations made by the Crown in 

*ForD, Spain, ii. p. §17. 
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favor of successive generations. Later they became hereditary 
and inalienable. As early as 1260, estates were entailed hy 
Alfonso the Tenth, in such form that the holders “could not sell, 
or exchange, or mortgage, or alienate them in any manner what- 
soever.” Although excuses may have been found for the exist- 
ence of entailed estates while the aristocracy was powerful and 
rendering the Crown great service in war, it is difficult to justify 
that extension of the practice which we observe in the sixteenth 
century, when the comparatively poor were ennobled, and thus 
confirmed in their idleness, and made ridiculous in their unsup- 
ported pretentions. This practice is noteworthy for its evil 
effects on the agriculture of the country. In bringing honest 
work into contempt, and in setting up numerous models of indo- 
lent and worthless lives, its influence was so great that in 1552 
the cortes of Madrid was moved to repudiate the privileges 
which the king was accustomed to grant to persons of little dis- 
tinction and small wealth, to entail property to the prejudice of 
the younger children and to the injury of the nation. 

It is noteworthy that even throughout the sixteenth century 
when no will was effective in public affairs but the will of the 
monarch, the cortes retained its formal organization and con- 
tinued to raise its voice against political abuses, although usually 
ignored. It protested against the excessive accumulations of 
wealth in the hands of churches and monasteries, and petitioned 
that the relatives or those who should give or sell property to 
ecclesiastical institutions or persons might reclaim it under cer- 
tain conditions within four years. The king yielded to the solici- 
tations of the cortes in this matter so far as to declare void all 
purchases and donations by which the extent of the royal juris- 
diction was diminished. But these restrictions were of little 
avail, particularly when men supposed that additional chances 
of eternal salvation might be had by enriching religious institu- 
tions. The higher clergy were counted among the nobles, and 
participated in their worldly ambitions. The magnificent tem- 
ples, the construction of which absorbed immense wealth, made 
an important drain on the capital of the nation, a greater drain, 
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in fact, than the immediate destruction of an equal amount ; for 
whatever was expended on churches and buildings for housing 
the religious, drew after it other amounts for the maintenance of 
these buildings and for the support of many persons not engaged 
in the productive work of the country. The control of some 
of the higher clergy over the material resources may be seen in 
the fact that the archbishop of Toledo, in the time of Ferdinand 
and Isabella, ‘held jurisdiction over fifteen principal towns and 
a great number of villages,” receiving an annual income of 
eighty thousand ducats, which in the reign of Philip the Second 
had risen to two hundred thousand ducats. At this time, more- 
over, according to the assertion of the cortes, more than one- 
half of the landed property of the kingdom was held by the 
church. 

Towards the end of the fifteenth century the lands of Spain, 
whether in public or private hands, were being rapidly denuded 
of trees, and the Government had already at that time perceived 
the need of special action to preserve the forests ; but the present 
treeless condition of a large part of the country is in evidence 
that no permanently effective provision was made. Besides a 
number of general ordinances relating to the preservation of the 
forests, Ferdinand and Isabella caused to be issued, also, special 
ordinances touching the conservation of the forests of Madrid 
and those of Medina del Campo. The special purpose avowed 
in seeking to maintain and extend the forests of Medina del 
Campo was that they might furnish timber for the construction 
of the buildings needed on the occasion of the great fair, and 
that they might also provide fuel for use on the same occasion. 
It may be seen from the instructions given to Diego de Covar- 
rubias, when he was appointed president of the Council of 
Castile, that Philip the Second appreciated the seriousness of 
the situation: ‘One thing,” he said, “I desire to see given 
thorough treatment, and that is the matter of the preservation 
of the forests, and their increase, which is very necessary ; for I 
believe they are going to destruction. I fear those who come 
after us may have many complaints that we have allowed them 
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to be used up, and God grant that we may not see this in our 
day.” 

Prominent among the causes of the disappearance of the 
forests was the disposition, which has also prevailed in the 
United States, to plunder rather than to husband the resources 
of the country. In order to prepare the soil to receive the seed, 
and to provide abundant pasture, it was the practice in some 
parts of Spain to burn the forests and the thickets which occu- 
pied the ground. The fires kindled for this purpose, which some- 
times extended over several leagues, and often caused serious 
losses, were recognized as an evil to be abated. Ordinances were, 
therefore, issued to prohibit them, but the abuses proved to be very 
difficult to correct. In this barbarous manner disappeared the 
forests of Estramadura, Andalusia, Toledo, and other parts of the 
kingdom, leaving no possibility of being replaced, inasmuch as the 
new growths, the fresh and tender shoots, were destroyed by the 
cattle which occupied these fields as pastures. That some part of 
the damage might be avoided, Philip the Second ordered that the 
justices of the districts in which the forests had been burned should 
not allow cattle to graze where the ground had been burnt over, 
except as permitted by the license of his Council. The ancient 
right to take wood for the use of the Court had also much to do 
with the destruction of the forests ; not that the strict observance 
of the right itself would have caused any serious damage, but 
that under the pretense of observing it, a way was found for 

extensive frauds, in that persons about the Court not entitled to 
the advantages of this privilege ravaged the forests and contrib- 
uted in a large measure to their ruin. 

Concerning the industries of Spain in the sixteenth century, 
there appear two widely divergent views. According to one 
opinion, the beginning of the century witnessed an extraordinary 
development in the silk and woolen industries, which lost their 
importance in the seventeenth century; while in the other view 
there never existed in the country any remarkable industrial 
development. The historical fact, however, lies nearer the first 
view than the second, but at the same time there is no doubt that 
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tradition has somewhat exaggerated the degree of industrial pros- 
perity which had been attained at the beginning of the sixteenth 
century. There is no doubt, moreover, that the course of the 
century was marked by a conspicuous decline in Spanish indus- 
try, but it is not now possible to date the several steps of that 
decline. Among the first symptoms were the complaints made 
in 1537, that the cloth of Segovia had risen in price in the four 
preceding years. With these complaints of high prices appeared 
also denunciations of fraud employed in the processes of manu- 
facturing. On account of these high prices, the common people 
were unable to use the cloth made in their own country, and 
were granted the privilege of purchasing foreign goods. This 
was the beginning of the fall of the textile industries in Spain, 
which was hastened by the operation of several causes. Promi- 
nent among these was the importation of gold and silver from 
America, which caused a continued rise of price, and developed 
an irresistible desire to buy in a foreign market. Another cause 
was the marked decline in the quality of Spanish products, which 
placed them in unfavorable contrast with the wares of other 
countries, and destroyed the demand for them. Among these 
causes may be mentioned, also, the rigidity of the surviving 
medieval trade organizations, which, by their narrow views and 
their illiberal conduct in the management of their monopolies, pre- 
vented industrial and commercial growth, and made impossible, 
even in Spanish markets, successful competition with the more 
liberal industrial systems of other nations. A survey of the 
industries in question throughout the century leads to the con- 
clusion that the manufacture of cloth flourished in the beginning 
of the sixteenth century, while in the second quarter there were 
conspicuous symptoms of its approaching decline. ‘By the mid- 
dle of the century the evil had become so far aggravated that 
Spain not only did not export textile fabrics, but was even under 
the necessity of importing them in order to meet the demands of 
her own consumption.”* In the last half of the century the fall 
was rapid, and all subsequent efforts for revival were fruitless. 


* COLMEIRO, ii. 188, 
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Conspicuous among the hindrances to the economic develop- 
ment of Spain in the sixteenth century, was the lack of facilities 
for transportation. This phase of civilizaticn received little 
attention from the Moors. The habits of their ancestors, accus- 
tomed to free life on the desert orin northern Africa, made them 
indifferent to the establishment of roads suited to vehicles with 
wheels; and the fact that the Spaniards remained in a very large 
measure satisfied with beasts of burden as a means of transporta- 
tion may be in part accounted for by the influence of their 
Mohammedan neighbors. From the point of view of economics, 
it is a mistake for a people to consent to make settlements at 
points to which they cannot take their household goods and 
industrial implements on carts. An important difference between 
the Spanish and the English settling in America is, that in the 
one case the settlers have insisted on finding or making roads over 
which they could drag with them their belongings on carts or 
wagons, while in the other case they have been content to carry 
their outfit on the backs of mules, and have not insisted that 
their settlements should be connected with the rest of the world 
by carriage roads. This has not made the distinction which 
exists between the civilization of North America and that of 
South America; but it has made an important contribution to 
this distinction. When good roads were needed for the indus- 
trial and commercial development of the Peninsula, the 
Spaniards, long accustomed to the beast of burden and the 
unimproved trail, appeared not to comprehend the importance 
of this means of furthering their prosperity. Some attempts 
were made to extend the navigation of the rivers. Asan instance 
of this, under the government of Philip II., in 1580, the Tagus 
was opened to navigation from Lisbon to Alcantara, and eight 
years later it was made navigable as far as Toledo. In the reign 
of Philip III. the upper portion, between Toledo and Alcantara, 
ceased to be navigated. But the various plans which from time 
to time were entertained for using the rivers as lines of transpor- 
tation were never carried out to any important result. 

The lack of convenient and inexpensive means of communi- 
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cation between buyers and sellers suggested the fixing of certain 
times and certain places for general meetings. These meetings 
became the great fairs of the later Middle Ages, survivals of 
which may still be seen at Leipsic and at other points in Eastern 
Europe. In Spain they were held at Segovia, Valladolid Alcala, 
Salamanca, Seville, Villalon, Medina de Rioseco, and Medina del 
Campo. On account of the great wealth gathered at Rioseco, 
the place acquired the title of Jndia chica; but the most impor- 
tant of all the fairs was that of Medina del Campo, whose origin, 
like the origin of most European fairs, is not a matter of definite 
historical knowledge. It was mentioned in a Spanish chronicle 
as easly as 1450, and in 1464 it was already in the enjoyment of 
the privileges which contributed later to give it distinction. It 
became a center of trade at which were accustomed to assemble 
representatives of all quarters of Spain, as well as merchants 
from the other leading nations of Europe. Among the wares 
were found nearly every product of Spain and the imports from 
the Indies. The fairs of Spain were significant not merely as 
places for buying and selling domestic and foreign products; 
they also furnished occasions for developing banking and exten- 
sive dealing in foreign exchange. The fair of Medina del Campo 
continued to flourish till 1575, after which we observe its rapid 
decline. ‘The secret of the prosperity of Medina del Campo 
consists in the monopoly of business in a single place, convert- 
ing it into the emporium of the commerce of Castile. When the 
trade was distributed to all parts of the kingdom, Medina del 
Campo lost the wealth and importance which were based on its 
genuine monopoly. The discovery of the New World and the 
development of the art of navigation made possible the selection 
of more rapid and less expensive means of transportation. The 
inhabitants on the coast acquired the custom of the cities and 
towns of the Mediterranean, and Medina del Campo declined 
from its ancient grandeur, not so much by reason of the errors 
of the government, although these were many and grave, but 
rather because there appeared to its disadvantage the changes of 
the century which caused Venice to lose the scepter of the seas.” * 
* COLMEIRO, ii. p. 314. 
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The fair of Medina del Campo, although the most important, 
may be regarded as illustrating the character and history of all 
the fairs of Spain. 

The apologist of Spain’s economic policy with respect to 
foreign trade in the sixteenth century, is disposed to find in the 
restrictive and artificial system of the Hanseatic League and the 
Italian republics an earlier employment of the methods whose 
origin is ascribed to the Spaniards, claiming that the influence of 
these powers was felt throughout Europe, and that the Mercan- 
tile System was introduced into Spain not earlier than into 
France and England. If it struck deeper roots in Spain than 
elsewhere, it was because Spain controlled the best mines of the 
world, and could not without difficulty give up the thought of 
monopolizing the precious metals. The policy of restricting 
importation and exportation, which prevailed under Ferdinand 
and Isabella, appears rather as a survival of the commercial 
policy of the Middle Ages than as the outgrowth of a deter- 
mination to enrich the nation by simply hoarding gold and 
silver. The prohibition of the exportation of horses which was 
decreed in 1499, was “in its letter and spirit a repetition and 
confirmation of the ordinance made in the cortes of Guadalajara 
of 1390.” This had a specific purpose in rendering it less diffi- 
cult to maintain the cavalry than it otherwise might have become. 
Certain decrees against importing a number of articles which 
might be called articles of luxury, were in the nature of sump- 
tuary laws. 

In carrying on their foreign trade in the sixteenth century 
the Spaniards sent bread and meat to Portugal, and received 
silks and spices of the Orient in return. From France they 
received textile fabrics of wool, silk and linen, wine, wheat, 
paper, books, and numerous articles of little value and extensive 
use, and gave in exchange crude wool, certain kinds of cloth, 
leather, iron, hemp, flax, wine and oil. To the Netherlands they 
sent wool and oil, and got in return linen, tapestry, stationery, 
and all kinds of mercery. In return for cochineal, leather and 
agricultural products, they got from Milan arms, from Genoa 
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ribbons, from Florence satin and brocade, from Naples and 
Calabria crude silk, from Venice gold and silver, lace and glass. 
There was also a trade in miscellaneous wares with the inhabit- 
ants of Northern Africa. 

In examining this trade and the shifting attitude of the 
government towards it, it is not possible to discover any prin- 
ciple which was consistently observed. Many decrees of pro- 
hibition issued with respect to exportation were prompted by 
the desire not to have diminished the store of articles necessary 
for the support of the people; and if in certain cases the impor- 
tation of wares was prohibited, it was to avoid too sharp compe- 
tition with Spain’s domestic products. In other cases the prin- 
ciple of the mercantile system, or the desire to increase the 
amount of specie in the kingdom, was unquestionably the 
determining factor in the policy. The state of things has been 
characterized by Colmeiro in the remark that “the mercantile 
doctrines grew up slowly and without order, indicating the 
triumph of other ideas, without succeeding in forming a new 
system ; so that the commercial policy of the sixteenth century 
appears as a web of contradictions.” 

Passing over the details of the effects of the colonial system 
and the transatlantic trade, attention may be directed to the 
influence of the government on the economic affairs of Spain. 
It may be noticed, in the first place, that the extensive dominions 
involving the government in large expenses in carrying on wars 
into which it was drawn by an aggressive ambition, made a 
demand on the nation which the public revenue, even when 
supplemented by the treasures of America, could not satisfy. 
Through the great undertakings of Charles the Fifth and Philip 
the Second, the expenditures went on from year to year carrying 
over an increasing burden upon the income of the future, so that 
at the death of Philip the Second Spain had a debt of one 
hundred and forty millions of ducats.* 


*“La nacion sufria los mayores ahogos, y arrastraba una vida trabajosa, miserable 
y pobre, gastando toda su savia en alimentar aquellas y las anteriores guerras, que 
continuamente habia sostenido el emperador, y no bastando todos los esfuerzos y 
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Philip’s extraordinary need of money to meet his numerous 

obligations led him to extraordinary means to obtain it. He 
appropriated for his own uses the silver and gold which came 
from the Indies for merchants and other private persons. Th 
helped to destroy the fundamental condition of material pros- 
perity, namely, the citizen’s sense of security in the possession 
of his property. He sold offices and titles of nobility, and the 
lands which belonged to the crown. He imposed forced loans 
on prelates and the owners of large estates, which were taken 
with violence and without consideration. He suspended pay- 
ments to creditors and, in return for payments in money, he 
rendered legitimate the sons of the clergy. Against these 
abuses the cortes from time to time protested; and they, 
moreover, petitioned that luxury in dress might be abated, 
and that the king himself might set the example. In reply 
to the petitions for restrictions on expenditure in matters of 
dress, Philip the Second issued the remarkable edict of Octo- 
ber 25, 1563, which Lafuente quotes at some length, and which 
Prescott describes as “going at great length into such minute 
specifications of wearing-apparel, both male and female, that it 
would seem to have been devised by a committee of tailors and 
milliners, rather than of grave legislators.” 

The scale on which the royal household was ordered also 
made a draft on the resources of the kingdom. To reduce these 
expenditures was the object of frequently repeated petitions by 
the cortes to the king. The members of the cortes wished for 
the court and the nation a simpler form of life, and in this 
they were supported by the bulk of those who had intelligent 
opinions on public affairs. They called the attention of the king 
to “the pernicious effects which this manner of living necessa- 
rily had on the great nobles and others of his subjects, prone to 
follow the example of their master.” 

Philip’s financial outlook and the condition of the country in 
sacrificios del reino a subvenir a las necesidades de fuera, ni a sacar al monarca y sus 


ejercitos de las escaseces y apuros que tan frecuentamente paralizaban sus operaciones.’ 
LAFUENTE, Historia General de Espana, iii. p. 13. 


the nit 
ten by 
“ my { 
only t 
the di: 
my ol 
am no 
on the 
in nee 
Al 
entere 
struct 
of du 
more 
that t 
yet, a 
time, 
king. 
from 
ment 
inten 
his o 
able | 
shoul 
by tl 
signi’ 
of tk 
They 
chur 
the c 
thou 
for r 
thou 
tutio 
that 


: 
| 
} 


ECONOMIC CONDITION OF SPAIN. 533 


the nineteenth year of his reign are characterized in a note writ- 
ten by him to his treasurer: “‘ Having already reached,” he said, 
“my forty-eighth year, and the hereditary prince, my son, being 
only three years old, I cannot but see with the keenest anxiety 
the disorderly condition of the treasury. What a prospect for 
my old age, if I am permitted to have a longer career, when I 
am now living from day to day, without knowing how I shall live 
on the next, and how I shall procure that of which I am so much 
in need.” * 

And yet, with a deficit increasing from year to year, he 
entered upon the building of the Escorial. The cost of con- 
struction and interior decoration amounted to about six millions 
of ducats, a sum equal to thirty millions of dollars at present, or 
more than the total annual revenue of the kingdom of Castile at 
that time. Although it may have laid a burden on the nation, 
yet, according to Fray Alonso de San Geronimo, it, at the same 
time, placed the Almighty under obligations of gratitude to the 
king. It illustrates how far Philip’s administration was removed 
from an economic basis. This, his chief work, stands as a monu- 
ment of economic folly. In the design of the king, it was 
intended to stay the current of social progress. According to 
his own declaration, he intended to make a bulwark unconquer- 
able by the new doctrines, and in which the throne and religion 
should be sheltered so securely that they might not be reached 
by the ideas then agitating and moving the world. It was 
significant for the economic condition of Spain that the building 
of the Escorial set a fashion for the magnates of the realm. 
They felt called upon to manifest their pious zeal, in founding 
churches and monasteries, and in purchasing relics; so that, at 
the close of the sixteenth century, there were in Spain about nine 
thousand cloisters for monks and nine hundred and eighty - eight 
for nuns, containing about forty -six thousand monks and thirteen 
thousand five hundred nuns. And whatever influence these insti- 
tutions exerted on the spiritual welfare of the nation, it is clear 
that they were not powerful factors in economic progress. We 

*GAYARRE, Philip the Second, p. 268. 
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may count also as a hindrance to economic progress the great 
number of holidays, set apart primarily for exercises of devotion, 
but which came to be days of pleasure, developing in the people 
a spirit opposed to that persistent effort necessary to growth in 
material well - being. 


BERNARD 
UNIVERSITY OF CALIFORNIA. 
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THE SILVER DEBATE OF 1890. 
I, 


THE monetary legislation of 1878 was avowedly but a compro- 
mise. The various elements in favor of more money took it as the 
best measure then attainable, but were only made the keener and 
more determined by their partial success. Throughout the next 
decade the agitation for more money went on unceasingly in and 
out of Congress, gaining or losing force as industrial conditions 
seemed bad or good. In the fall of 1889 it became evident that the 
circumstances favored legislation during the coming session of Con- 
gress, looking to an extension of the currency. The price of silver, 
falling steadily since 1878, had reached a point where mining was 
becoming no longer profitable." The mine-owners were clamor- 
ous. The spirit of industry, which had been moving strongly 
westward for two years, had died away, and the inevitable reac- 
tion, with its accompaniment of falling prices, had begun, and the 
cry for more money, always the cry of exigency since the old 
inflation days, was rising all over the West and South. Added to 
these significant industrial conditions was the fact that forthe first 
time in several years a single political party held control of the 
executive and legislative departments of the government, and 
would be called to account at the polls for any neglect of popular 
demands. The silver party recognized the favorable opportunity. 
Their speeches in the National Silver Convention, which met at 
St. Louis in November, 1889, indicated that they were sanguine 
of success, and would be satisfied only with the full remonetiza- 
tion of silver. However, despite the popular pressure, Congress 
met in December with ‘no definite, well formed opinion existing 
among the members in favor of the free coinage of silver.”* But 


*The ratio had fallen from 1 : 17.38 in 1878 to 1 : 22 in 1889. 


*Senator Plums, Congressional Record, vol. xxi. part viii. p. 7102. 
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it was evident that something important would be done. A great 
number of bills, introduced in both houses during the first days 
of the session, calling for government loans on real estate, for the 
immediate issue of more money, for the repeal of the acts taxing 
State bank issues, for the regulation of the “natural laws of sup- 
ply and demand,”’ etc., together with a shower of petitions pray- 
ing for the free coinage of silver, indicated the strength of the 
popular ferment. 

January 20, 1890, Mr. Conger, of Iowa, chairman of the com- 
mittee on Coinage, Weights and Measures in the House, intro- 
duced a bill, prepared by the Secretary of the Treasury at the 
request of the Senate Finance Committee* (H.R. 5381), author- 
izing the issue of Treasury notes on deposits of silver bullion. A 
similar bill, from the same source, was introduced in the Senate, 
January 28, by Mr. Morrill, chairman of the Finance Committee 
These two bills presented the so-called Windom plan. The 
important sections were as follows:* 

Be it enacted, etc., That any owner of silver bullion, the product of 
the mines of the United States or of ores smelted or refined in the 
United States, may deposit the same at any coinage mint or at any assay 
office in the United States that the Secretary of the Treasury may des- 
ignate, and receive therefor Treasury notes hereinafter provided for, 
equal at the date of deposit to the net value of such silver, at the 
market price, such price to be determined by the Secretary of the 
Treasury, under rules and regulations prescribed, based upon the price 
current in the leading silver markets of the world ; but no deposit con- 
sisting in whole or in part of silver bullion or foreign silver coins 
imported into this country, or bars resulting from melted or refined 
foreign silver coins, shall be received under the provisions of this act. 

Section 2. That the Secretary of the Treasury shall cause to be 

*Introduced by Mr. CALL, of Florida, Congressional Record, vol. xxi. part i. Ist 
session LI. Congress, p. 417. 

* Record, vol. xxi. part i. p. 708. 

3 Record, vol. xxi. part i. p. 897. 

4 Record, vol. xxi, part vi. p. 5650. 

It is said that this bill originated with a group of New York bankers, who regarded 


it as a “buffer” against something worse. It was warmly defended by the late John 
Jay Knox. 
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prepared Treasury notes in such amounts as may be required for the 
purpose of the above section, and in such form and denominations as 
he may prescribe ; provided, that no note shall be of a denomination 
less than $1 or more than $1,000. 

Sec. 3. That the notes issued under this act shall be receivable for 
customs, taxes, and all public dues, and when received into the Treas- 
ury may be reissued, and such notes, when held by any national bank- 
ing association, shall be counted as part of its lawful reserve. 

Sec. 4. That the notes issued under the provisions of this act shall 
be redeemed upon demand at the Treasury of the United States or at 
the office of an Assistant Treasurer of the United States by the issue of 
a certificate of deposit for the sum of the notes so presented, payable at 
one of the mints of the United States, in an amount of silver bullion 
equal in value, on the date of said certificate, to the number of dollars 
stated therein, at the market price of silver, to be determined as pro- 
vided in section 1; or such notes may be redeemed in gold coin at the 
option of the Government ; Provided, That upon demand of the holder 
such notes shall be redeemed in silver dollars. 

Sec. 5. That when the market price of silver, as determined by the 
Secretary of the Treasury, shall exceed $1 for 371.25 grains of pure sil- 
ver, it shall be the duty of the Secretary of the Treasury to refuse to 
receive deposits of silver bullion for the purposes of this act. . 

Sec. 6. Thatit shall be lawful for the Secretary of the Treasury, with 
the approval of the President of the United States, to suspend, tempo- 
rarily, the receipt of silver bullion for Treasury notes at any time when 
he is satisfied that through combinations or speculative manipulation of 
the market the price of silver is arbitrary, nominal, or fictitious. 

Sec. 7. That the silver bullion deposited under this act, represented 
by Treasury notes which have been redeemed in gold coin or in silver 
dollars, may be coined into standard silver dollars or any other denom- 
ination of silver coin now authorized by law, for the purpose of 
replacing the coin used in the redemption of the notes. 

Sec. 8. That so much of the act of February 28, 1878, entitled 
“An act to authorize the coinage of the standard silver dollar and to 
restore its legal-tender character,” as requires the monthly purchase 
and coinage into silver dollars of not less than $2,000,000 nor more 
than $4,000,000 worth of silver bullion, is hereby repealed. 

This bill was nominally the parent of the bills on this subject 
debated during the session, and contained the feature which espe- 
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cially distinguished them from the legislation of 1878 ; that is, the 
government, instead of purchasing bullion for coinage as in the 
Act of 1878, was to hold the bullion in its vaults, only coining 
for the purpose of redeeming the notes issued thereon. This 
was an eminently conservative measure looked at from the point 
of view of free coinage. Treasury notes issued at the market 
value of the bullion, redeemable at the market price of the bul- 
lion in silver, with repeal of compulsory coinage and power given 
to the Secretary of the Treasury to suspend the receipt of silver, 
afforded little solace either to the mine-owners hoping for a 
strong bullion market, or to the debtors longing for higher prices. 
The evident enormity in finance of redeeming all certificates, even 
if silver should depreciate, at the value of silver when the deposit 
was made,—an attempt to prevent the value of silver from ever 
falling below its value at the time of general deposit—was not 
enough. While the bimetallist saw in the proposition only a 
strengthening of the gold monometallic policy, the bill in fact 
was too conservative to be reported by the committees. 

February 25, Mr. Jones, of Nevada, from the Finance 
Committee, reported to the Senate a substitute (s. 2350), called 
the Jones Bill, requiring in the main that the Secretary of the 
Treasury purchase $4,500,000 worth of silver bullion per month, 
that Treasury notes be issued in payment of the bullion, and that 
these notes be redeemable in “lawful money of the United 
States.”* This bill, together with an amendment offered by Mr. 
Sherman, intended to add immediately to the circulation, requir- 
ing the Secretary of the Treasury co cover into the Treasury as 
a miscellaneous receipt, ‘the balances standing with the Treasurer 
of the United States to the respective credits of the national 
banks for deposits made to redeem the circulating notes of such 
banks,” was considered by the Senate. 

In the House, March 26, Mr. Conger, from the committee 
on Coinage, Weights and Measures, reported the bill prepared by 
the Secretary of the Treasury, with amendments, providing for 
free coinage when the market price of silver should reach $1 


* Record, vol. xxi. part ii. p. 1671. 
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for 371.25 grains, striking out the section (Sec. 6) allowing the 
Secretary of the Treasury to suspend the receipt of silver bull- 
ion, and adding a section intended to guard against the deposit 
of foreign silver bullion. The bill was then practically dropped 
until June 5. On that date Mr. Conger offered a substitute 
which became the bill of the House. The important sections 
read as follows :* 


| 


That the Secretary of the Treasury is hereby directed to purchase 
from time to time silver bullion to the aggregate amount of $4,500,000 
worth in each month, at the market price thereof, not exceeding $1 for : 
371.25 grains of pure silver, and to issue in payment for such pur- 
chases of silver bullion Treasury notes of the United States, to be 
prepared by the Secretary of the Treasury in such form and of such 
denominations, not less than $1 nor more than $1,000, as he may pre- 
scribe, and a sum sufficient to carry into effect the provisions of this 
act is hereby appropriated out of any money in the Treasury not 
otherwise appropriated. 

Sec. 2. That the Treasury notes issued in accordance with the | 
provisions of this act shall be redeemable on demand in coin at the 
Treasury of the United States, or at the office of any assistant-treasurer 
of the United States, and when so redeemed may be reissued ; but no 
greater or less amount of such notes shall be outstanding at any time 
than the cost of the silver bullion then held in the Treasury, pur- uj 
chased by such notes ; and such Treasury notes shall be a legal tender in j 
payment of all debts, public and private, except where otherwise 
expressly stipulated in the contract, and shall be receivable for customs, 
taxes, and all public dues, and when so received may be reissued ; and 
such notes when held by any national banking association may be 
counted as a part of its lawful reserve; Provided, That upon demand 
of the holder of any of the Treasury notes herein provided for, the 
Secretary of the Treasury may, at his discretion and under such reg- 
ulations as he shall prescribe, exchange for such notes an amount of 
silver bullion which shall be equal in value at the market price thereof 
on the day of exchange to the amount of such notes presented. 

Sec. 3. That the Secretary of the Treasury shall coin such por- 
tion of the silver bullion purchased under the provisions of this act as 
may be necessary to provide for the redemption of the Treasury 


* Record, vol. xxi. part vi. p. 5651. 
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notes herein provided for, and any gain or seigniorage arising from 
such coinage shall be accounted for and paid into the Treasury. 

Sec. 6. That whenever the market price of silver as determined 
in pursuance of Section 1 of this act is $1 for 371.25 grains of pure 
silver, it shall be lawful for the owner of any silver bullion to deposit 
the same at any coinage mint of the United States, to be formed into 
standard silver dollars for his benefit as provided in the act of Janu- 
ary 18, 1837. 

Sec. 7. That upon the ‘passage of this act the balances standing 
with the Treasurer of the United States to the respective credits of the 
national banks for deposits made to redeem the circulating notes of 
such banks, and all deposits thereafter received for like purpose, shall 
be covered into the Treasury as a miscellaneous receipt, and the 
Treasurer of the United States shall redeem from the general cash in 
the Treasury the circulating notes of said bank which may come into 
its possession subject to redemption ; and upon certificate of the Comp- 
troller of the Currency that such notes have been received by him and 
that they have been destroyed, and that no new notes will be issued in 
their place, reimbursement of their amount shall be made to the Trea- 
surer under such regulations as the Secretary of the Treasury may 
prescribe from an appropriation hereby created. to be known as “ national 
bank notes redemption account;” but the provisions of this act shall not 
apply to the deposits received under Section 3 of the act June 20, 
1874, requiring every national bank to keep in lawful money with the 
Treasurer of the United States a sum equal to 5 per cent. of its circu- 
lation, to be held and used for the redemption of its circulating notes, 
and the balance remaining of the deposits so covered shall, at the 
close of each month, be reported on the monthly public debt state- 
ment as debt of the United States bearing no interest. 


The only essential differences between this and the Jones bill 
were, that it made the Treasury notes legal tender, authorized 
their redemption in bullion instead of in lawful money of the 
United States, and provided for free coinage when silver should 
come to par. 

The debate was begun by the Senate. Although a number 
of radical speeches had been delivered by silver advocates, and 
the subject had come up frequently in connection with debate on 
other subjects, it was not formally opened until May 12. On 
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that and the following day Senator Jones, of Nevada, delivered a 
voluminous speech, directing his remarks, not to the bill in hand, 
but directly to the subject of Free Coinage. This gave the tone 
to the Senate debate. It was distinctly a debate on free coinage, 
and as unfinished business, frequently set aside, it dragged on 
from this time until summer. In the meantime the House, after 
a stormy debate of three days (June 5, 6 and 7), adopted 
the substitute of Mr. Conger, defeated a free coinage substitute 
offered by Mr. Bland, by a vote of 116 to 140," and passed its 
bill by a vote of 135 to I119,? with an amendment to section 6, 
which read, “And purchases of silver bullion shall be suspended 
while it is being so deposited for coinage.” This bill went to 
the Senate, and June 13 the Senate bill (z.¢., the Jones bill) was 
laid aside and the House bill taken up. Like the Jones bill, it 
was vigorously opposed by the advocates of free coinage. Their 
protests were directed against every portion of the bill, but the 
chief objections were that, (1) Asa whole it wasa device of the 
monometallists to demonetize silver and prevent an increase in 
the currency (the repeal of compulsory coinage being a virtual 
demonetization of silver, the bullion redemption clause making 


it possible, by successive purchases and redemptions, for the 
Secretary of the Treasury to make one month’s purchase of bullion 
answer the requirement of the act indefinitely )3 and (2) the bill 
made it possible for speculators to expand or contract the cur- 
rency at pleasure.* 

June 17 the Senate amended the House bill by striking out 
all after the enacting clause and inserting a bill for free coinage, 


* Record, vol. xxi. part vi. p. 5813. 
2 Record, vol. xxi. part vi. p. 5814. 
3 Record, vol. xxi. part vi. p. §717. 


4“Ts that what the American people want? Is that what they are demanding, that 
the Treasury of the United States shall become a gambling shop, inviting every gam- 
bler in every money centre of the civilized world to speculate in the currency of the 
American people, a currency which shall have no fixed or determined value, but shall 
be exposed to expansion and contractlon according to the gambling propensities of the 
speculators in London, New York and other cities?” Senator Eustis, Record, vol. 
xxi, part vi. p. §922. 
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and passed it in this form by a vote of 42 to 25." The bill as 
amended was returned to the House. After five days debate, 
three days on the proper rules governing the bill in the House, 
and two on the Senate amendments, concurrence in those amend- 
ments was refused, and a conference asked for.” Conferees were 
appointed, — Messrs. Sherman, Jones of Nevada, and Harris for 
the Senate ; Conger, Walker of Massachusetts, and Bland for the 
House. The report of the Conference committee to the two 
Houses read as follows :3 

That the Senate recede from its amendments to said bill and agree 
to the following in the nature of a substitute. Strike out all after the 
enacting clause, and insert : 

That the Secretary of the Treasury is hereby directed to purchase, 
from time to time, silver bullion to the aggregate amount of 4,500,000 
ounces, or so much thereof as may be offered in each month, at the 
market price thereof, not exceeding $1 for 371.25 grains of pure silver, 
and to issue in payment for such purchase of silver bullion treasury 
notes of the United States to be prepared by the Secretary of the 
Treasury, in such form and of such denominations, not less than $1, nor 
more than $1,000, as he may prescribe, and a sum sufficient to carry 
into effect the provisions of this act is hereby appropriated out of 
any money in the Treasury not otherwise appropriated. 

Sec. 2. That the treasury notes issued in accordance with the pro- 
visions of this act shall be redeemable on demand, in coin, at the Treas- 
ury of the United States or at the office of any assistant treasurer of 
the United States, and when so redeemed may be re-issued ; but no 
greater or less amount of such notes shall be outstanding at any time 
than the cost of the silver bullion, and the standard silver dollars coined 
therefrom, then held in the Treasury purchased by such notes, and 
such Treasury notes shall be a legal tender in payment of all debts, 
public and private, except where otherwise expressly stipulated in the 
contract, and shall be receivable for customs, taxes and all public dues, 
and when so received may be re-issued, and such notes when held by 
any national banking association may be counted as a part of its law- 


* Record, vol. xxi. part vii. p. 6183. 


2 The ‘test vote on concurrence, taken June 25, stood 135 to 152, showing a ma- 
jority of 17 against free coinage in the House. Record, vol. xxi. part vii. p. 6503. 


3 Record, vol. xxi. part vii. p. 6982. 
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ful reserve. That upon demand of the holder of any of the Treasury 
notes herein provided for, the Secretary of the Treasury shall, under 
such regulations as he may prescribe, redeem such notes in gold or 
silver coin, at his discretion, it being the established policy of the 
United £‘ates to maintain the two metals on a parity with each other 
upon the present legal ratio, or such ratio as may be provided by law. 

Sec. 3. That the Secretary of the Treasury shall each month coin 
2,000,000 ounces of the silver bullion purchased under the provisions 
of this act into standard silver dollars until the first day of July, 1891, 
and after that time he shall coin of the silver bullion purchased under 
the provisions of this act as much as may be necessary to provide for 
the redemption of the Treasury notes herein provided for, and any gain 
or seigniorage arising from such coinage shall be accounted for and 
paid into the Treasury. 

Sec. 4. That the silver bullion purchased under the provisions of 
this act shall be subject to the requirements of existing law and the 
regulations of the mint service governing the methods of determining 
the amount of pure silver contained, and the amount of charges or 
deductions, if any, to be made. 

Sec. 5. That so much of the act of February 28, 1878, entitled 
“An act to authorize the coinage of the standard silver dollar and to 
restore its legal tender character,” as requires the monthly purchase 
and coinage of the same into silver dollars of no less than $2,000,000 
or more than $4,000,000 worth of silver bullion, is hereby repealed. 

[Sec. 6. This is the same as Sec. 7 of the House bill]. 

Sec. 7. That this act shall take effect thirty days from and after 
its passage. And the Senate agree to the same. 

JoHN SHERMAN, 
Jno. P. JoNnEs, 
Managers on the part of the Senate. 
E. H. Concer, 
J. H. 
Managers on the part of the House. 


It will be seen that this report contained important conces- 
sions to the plan of concurrent circulation of the two metals. 
The change from dollars to ounces increased the silver purchases, 
the disappearance of the bullion redemption clause removed the 
chief objection urged against the House bill, while the declaration 
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that it is the “ established policy of the United States to maintain 
the two metals ona parity with each other” was a direct committal 
of the Government to the bimetallic policy. Nevertheless, this 
bill was as strenuously opposed as the others. It was urged that 
too much discretion was given to the Secretary of the Treasury, 
that the words in Section I, “or so much thereof as may be 
offered,” left an opening through which he might evade the com- 
pulsory purchase clause, by arbitrarily fixing the price of bullion, 
or, through collusion with the bullion owners for political pur- 
poses, might divorce the bullion-owners and silver-miners from 
the cause of the people.* Further, that the discretion given to 
the Secretary of the Treasury to redeem these notes in gold coin 
might be used by the enemies of silver to drain the Treasury of 
gold, whereupon the Secretary would sell bonds for gold and the 
cry go up that the act had brought the Government to a silver 
basis.*? In the main the objections to the conference report were 
the same as those to the House bill. The debate was spirited, 
especially in the Senate, where it was contended that the report 
yielded absolutely the position of the Upper House, but the 
result was at no time in doubt. After three days discussion, the 
Senate, July 10, concurred in the report by a vote of 39 to 26.3 
The House discussed the report in a partisan manner for one day 
and passed the bill by a vote of 122 to 90.4 Four days later the 
bill was signed by President Harrison and became a law. 


*Senator MoRGAN Kecord, vol. xxi. part viii. p. 7088, said, “There is a divorce- 
ment, by a shrewd and cunning hand, now about to be accomplished, between the men 
who produce silver from the mines and the men who desire to have silver currency for 
the benefit of the common people of the United States. The inducement is held out in 
this bill that a Secretary of the Treasury who may be favorable politically or other- 
wise to the silver men of the West can gain to his side of this question all the political 
strength that he needs, by simply buying up the metal, in such sums and from such 
people, and from such states, and at such times, as may suit his convenience, or the 
convenience of a political party, that may want to renew that process which in the 
United States is called ‘frying of fat’ out of people.” 


* Senator COCKRELL, Record vol. xxi. part vii. p. 7028. 


3 Record, vol. xxi. part viii. p. 7109. 


4 Record, vol. xxi. part viii. p. 7226. 
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II. 


It will now be desirable to consider the debate intensively. 
It will be the purpose to sift out the arguments from the great 
mass of stereotyped Congressional oratory, to discover the eco- 
nomic postulates, ifany, on which these arguments rest, to combine 
the arguments into logical trains of reasoning, weighing mean- 
while the validity of postulate and argument, and to view some- 
what critically the debate as thus reconstructed.*' The silver 
debate of 1890, though nominally based on bills providing for the 
limited coinage of silver, was essentially a debate on free coinage. 
The silver advocates, while opposing the bills at hand, really 
assumed the offensive on the free coinage issue. The opponents 
of free silver avoided that issue, and thus became in reality the 
defensive party. For this reason, an analysis and classification 
of the free coinage arguments, with the objections thereto, will 
give the most thorough view of the debate. 

The typical advocate of free coinage logically began his dis- 
cussion with a resumé of the present economic conditions. He 
found a marked depression in agricultural interests, a vast accu- 
mulation of debts and mortgages,” a depression of mining interests, 
anera of falling prices and a wide spread feeling of discontent among 
the masses; he assumed an era of business depression accompanied 
by falling profits, falling wages, and enforced idleness.3 A student 
of economics might deny the last assumption, and regard the 

*In so short a paper it will be obviously impossible to enter into historical detail 


or to make any elaborate theoretical examination. The endeavor will be to suggest 
errors and lines of reasoning. 


2“ Whereas the deep and wide spread depression and decay of the agricultural 
interests of the American people, the enormous and appalling amount of mortgage 
indebtedness on agricultural lands, the total failure of home markets to furnish remuner- 
ative prices for farm products, etc., etc.”—From a resolution offered in the Senate by 
Mr. VOORHEES, Mch. 17, 1890; Record, vol. xxi. part iii. p. 2377. 


3“ We hear of cheap labor and cheap prices in every part of the world. If labor 
was properly being paid, if sacrifices were properly rewarded, if industry was properly 
compensated, there would be no complaint. Does not everybody hear the great roar 
of discontent that is going up in this country to-day? 1 want Senators not to underrate 
the great complaint.” —Senator TELLER Record, vol. xxi. part v. Ist session, LI. 
Congress, p. 4702. 
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popular ferment as a sign of awakening ideas, while explaining 
the cases of real depression as results of various particular and 
often temporary causes.‘ Not so with the advocate of free silver. 
He assumed the evils to be permanent under the present condi- 
tions and to be due to certain general causes. These were: 


(1) A lack of confidence and business enterprise. 

(2) A low range of prices. 

(3) Increasing indebtedness. 

(4) The depression of our great silver mining industry. 

Now it will be remembered that in 1873 laws were passed 
demonetizing silver in Germany, and striking the silver dollar 
from the list of United States coins. Also in that year currency 
inflation and wild speculation bore legitimate fruit in a great 
crisis, bringing with it a lack of confidence and business enter- 
prise, a lower range of prices and consequently increasing indebt- 
edness. It is natural to think of concurrent events as cause and 
effect. It was easy, therefore, for the silver advocate, deeply im- 
pressed with the power of money,’ to infer that the discrimina- 
tions against silver produced these causes of industrial evil. 
Naturally then, there followed four logical trains of reasoning, 
more or less dependent, yet quite distinct, to prove in general 
that the demonetization of silver did actually produce these effects, 
and that its remonetization would remedy these evils.3 

The first of these may be called reasoning for National Bi- 

*“ At intervals of ten years, more or less, the population has gone West too fast, 
and then has waited to recover and take breath for a new effort. . at Awe Oe 
Such a rapid advance seems to have taken place in the years 1887 wah 1888, indicated 
by the enormous railway building, and the rapid increase in the population of the far 
West. The usual reaction has followed with its lower prices of agricultural products 
and of farming land. Some part of the agricultural depression of 1889 and 1890 rep- 


resents no more than this periodical downward turn.”—Taussic’s Silver Situation in 
the United States, p. 104. 


2“ Money sways human fortunes with autocratic powers more sweeping and wider 
spread than ever conferred upon or usurped by a king amongst mortals.”—Senator 
DANIEL Record, vol. xxi. part vi. 1st Session, LI. Congress, p. 5126. 


3It must not be supposed that any one person did actually follow out these lines 
of reasoning. The silver advocates were eclectic. And besides it must be remembered 
that logic is not usually considered a prime merit in speech making. 
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metallism; the second, reasoning for Currency Inflation; the 
third, reasoning in the interests of the Debtor class; the fourth, 
reasoning in the interest of a special Industry. These lines of 
reasoning will now be examined in order: 

A. The Reasoning in Favor of Bimetallism. 

The reasoning in favor of National Bimetallism assumed that 
the currency laws of 1873 induced the present industrial evils by 
cutting the nation off from certain benefits and safeguards of the 
double monetary standard, and that the establishment, by law, of 
free silver coinage within the United States alone, would restore 
and maintain the double standard for the nation, with all its 
assumed benefits. The first step in this reasoning was the proof of 
the virtues of bimetallism. The arguments advanced were: (1) 
arguments of sentiment ; and (2) arguments of theory. The 
arguments of sentiment were those most frequently advanced in 
this debate by all classes of silver advocates. They may be 
called the universal free coinage arguments. They are easily 
understood and appreciated, and may be used effectively by 
Congressmen to catch the popular ear, though having no eco- 
nomic bearing. In the line of sentimental argument, it was urged 
that the two metals were made money by the “fiat” of the Al- 
mighty. Said Senator Teller : 

Mr. President, the question presented, not for the American peo- 
ple alone, but for the entire world, is whether we shall do business in 
the future as we have done business in the past, or until within the last 
seventeen years, by the use of the two precious metals, not made money 
by law, not made money metals by the edict of legislative minds, not 
by the consent of the merchants, but by the fiat of the Almighty, when 
he created these two metals." 

The age and honor of the bimetallic system was frequently 
brought forward. A striking example is from the speech of 
Congressman Lane:? 

Gold and silver should be equally valuable as money. They 
were so used for over three thousand years and down to 1873. They 


* Record, vol. xxi. part v. p. 4646. 


* Record, ibid. appendix, p. 351. 
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served together as the money of ancient' and modern civilization. 
They were good enough for Abraham in his day, and Christ himself 
used coins, not silver certificates, to pay taxes when he was on earth. 
Gold and silver adorned the temple of Solomon, and for centuries they 
have sustained commerce and navigation. 

The most effective of these arguments, however, appealed to 
patriotism. Gold and silver were the money of our fathers, for 
the bimetallic system was adopted by our first financier,? and 
sanctioned by the framers of the constitution, as the American 
currency system. These appeals to sentiment deserve only a 
passing notice. 

Of more weight, but less frequently urged, were the theoretic 
arguments in favor of bimetallism. It was asserted that this sys- 
tem exerted a powerful influence in keeping steady the value of 
the monetary unit; first, through the power given to both metals 
of entering or retiring from the circulation freely; secondly, by 
making it less possible to manipulate the currency; and thirdly, 
by giving free play to an automatic adjustment of metallic pro- 
duction to the needs of increasing business; a further argument, on 
which much stress was laid, assumed that a bimetallic currency is 
a safeguard against panics, providing adequate means of metallic 
liquidation in a time of failing confidence, one metal at the pres- 
ent rate of production and growth of business being inadequate 
as a credit basis. These arguments with perhaps a single excep- 


* The author of Robinson Crusoe’s Money has named many other articles yet more 
ancient in monetary usage. 


? Historical research shows that Hamilton preferred the single monetary unit of 
gold, but adopted the double standard on account of the peculiar monetary circum- 
stances then existing in the United States. Those conditions are not present now.— 
History of Bimetallism in the United States, J. LAURENCE LAUGHLIN, pp. 13-15. 


3 Neither gold nor silver would by itself be a correct measure of value, but as two 
metals are combined in the perfect pendulum of a clock, so together they form the most 
perfect measure of value ever devised.—Mr. Post, Record, vol. xxi. part v. p. 4575: 


4 As time advances and the method of doing business on credit becomes more and 
more extended, the more palpable it becomes. That society can preserve itself from 
these periodical convulsions, only by broadening, under proper regulations, the legal 
tender basis on which, in the ultimate analysis, all business rests.—JONES, of Nevada, 
Record, vol. xxi. appendix, p. 259. 
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tion in either House, were not combatted by the opponents of . 
free coinage.” On all sides the desirability and possibility of true 
bimetallism was admitted. it may not be amiss, however, to call | 
attention to certain errors at the foundation of these assumptions. 
Each rests on one of two fundamental economic postulates, con- | 
current circulation or compensatory action. Now concurrent | 
circulation has never been known in history; in fact, the com- 
pensatory action which is the very essence of the bimetallic theory, | 
is directly opposed to its existence, so that historically nominal 
bimetallism means an alternating standard, and does not there- 
fore give a broader basis for credit transactions, nor an ampler 
medium to frustrate attempts at currency manipulation.?, The 
compensatory action further produces, as the advocates of bi- 
metallism admit, more frequent fluctuations of the currency; and, | 
as it substitutes the cheaper metal, that is the one less liable to 
be stable, and in its operation produces a constant lowering of 
the standard of deferred payments, bimetallism can hardly be 
said to be a safeguard against panics. The strength of credit ' 
depends more on the stability of the monetary unit than upon 
its quantity. Our present experience teaches the evils arising 
| 
from fear of a cheaper and less stable unit. It is not the lack 
of metal money, but the lack of confidence that produces busi- 
ness crises and depressions. 

Having established to their satisfaction the desirability and 
possiblity of bimetallism it only remained to complete this line 

™“T believe a majority of the Senate desire first to supply an increase of money to 
meet the increasing wants of our rapidly growing country and population; . . . . 
and third, to secure a general bimetallic standard, one that will not demoralize gold or 
cause it to be hoarded or exported, but that will establish both gold and silver as 
standards of value, not only in the United States, but among all the civilized nations 
of the world. Believing that these are the chief objects aimed at by us all and that 
we differ only as to the best means to obtain them.”—Senator SHERMAN. Record, 
ovl. xxi. part vi. p. 5612. 

2“ Where the currency is small, it is always easy for a few large corporations and 
rich money lenders to combine and lock it up, and thus throw down the price of stock, 
wheat, cotton and other commodities, work a corner on the currency, and force those 
who have bills falling due, to sacrifice their property to sustain their credit. Then the 
market is made tight and extortion easy."—Mr. Moork, of Texas, Record, vol. xxi. 
part vi. p. 5733. 
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of reasoning, for the advocate of free coinage to prove that 
the United States could establish and maintain that system 
at the present legal ratio. At the outset of this line of argu- 
ment, it was assumed that as the fall in the value of silver had been 
concurrent with the legal discriminations against it, these discrimi- 
nations and not natural causes had alone produced its fall." There- 
fore as legislation was the sole cause of the fall of silver, legisla- 
tion could restore its value to that of the legal ratio. This the 
United States alone, by proper laws, might do. Herein were 
concealed two fundamental economic errors: first, that silver and 
gold are equally desired as monetary media; and second, that 
legislation has unlimited power over the natural laws governing 
monetary conditions. Now, whether or not silver is as good as 
gold for monetary purposes, the fact has been amply proven in 
the history of the past eighty years, that, as business and 
commerce increase, a decided preference is manifested for the 
use of gold. This may be mere prejudice, but it is enough 
to know that it isa fact. This natural preference existing, the 
enormous production of gold in the middle of the present cen- 
tury gave an opportunity for its gratification, and commercial 
nations dropped silver for gold, as they did sails for steam, with 
like results on the value of the rejected article. Both were 
reduced to subsidiary fields. It was in obedience to this natural 
law that the legislation against silver was enacted. The ‘vain 
efforts of the United States for fifteen years to restore silver, 
efforts which have failed even to check its fall, are proofs of the 
impotency of legislation over natural law. 

The arguments of the silver advocates in this connection did 
not rest alone on theory. History was appealed to. The expe- 
rience of France was frequently cited. Senator Jones, of 
Nevada,’ early in the debate said : 

*“Tt is only since the legislative proscription of silver by Germany and the United 
States, and the closing of all the European mints to its coinage, that any material 
change has taken place in the ratio between the two metals, which conclusively demon- 
strates that the present divergence in the relative value of the two metals is directly due 


to the legal outlawry of silver and not to natural causes.”—JONES, of Nevada, Record, 
vol. xxi. appendix, p. 241. 


2 Record, vol. xxi. appendix, p. 271. 
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We are told that the United States, unaided, cannot if it would, 
restore silver to a parity with gold, that no one nation acting alone can 
achieve so difficult a feat. But it is incapable of denial that through- 
out all vicissitudes of production of gold and silver from 1803 to 1873 
the law of France — one nation alone— accomplished it. . . . . 
If that could be done by a nation with a population of 25,000,000 to 
35,000,000, what difficulty could be experienced by a nation of 65,000,» 
ooo in accomplishing the same result. 

This was a flagrant use of the argument, post hoc propter 
hoc. History also shows that France never, for any time, main- 
tained an actual bimetallic circulation, and that she was forced 
to suspend the law of 1803 as soon as the preference for gold, 
made possible of manifestation by reason of its increased pro- 
duction, began to change materially the relative values of the 
metals. It was further argued by some that, as it was not the 
legislation of Europe, but of the United States, which had caused 
the fall in the value of silver, therefore what our legislation had 
done it could undo’. All that we had to do was to? “take up the 
little slack of silver which was produced and not coined.”3 An 
answer to this was given by Senator Sherman: + 


The very presence of $290,000,000 of silver coin known to be in 


*“TIf America was so strong that she could destroy what the combined effort of 
others had failed to destroy, is it not a fair inference of logic that America can build 
up that which she has stricken down.” Senator DANIEL. ecord, vol. xxi. part vi. 
p. 6036. 


?Senator JoNnEs, of Nevada, Record, vol. xxi. appendix, p. 266. 


3It is impossible for the United States to purchase all the product of our mines, 
for every step taken to enhance the value or secure a market for silver bullion produces 
an increase in the supply. In the ten years between 1834 and 1844 the silver product 
of the United States amounted to an annual average of $25,000. The production in 
this country from 1878 since we have been endeavoring to “take up the slack” has. 
been: 1879, $40,800,000 ; 1880, $39,200,000; 1881, $43,000,000; 1882, $46,800,000 ; 
1883, $46,200,000; 1884, $48,800,000; 1885, $51,600,000 ; 1886, $51,000,000; 1887, 
$53,350,000 ; 1888, $59,195,000; 1889, $64,646,000; 1890, $70,464,000 ; 1891, $75,- 
417,000 ; 1892, $73,697,000. Report of the Director of the Mint on the Production of 
the Precious Metals in the United States, 1892, p. 222. This shows an increase in 
annual production of $33,000,000 in 15 years notwithstanding the fall in the value of 
silver, The production of silver is steadily increasing outside of the United States. 


4 Record, vol. xxi. part vi. 1st session, LI. Congress, p. 5618. 
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our treasury vaults that can be dumped upon the markets of the world is 
the great bearish fact, the menace that tends to depreciate the price of 
silver. If this great sum had been scattered among the hordes of Asia, 
where it is largely used as ornaments, and where it is the only standard 
of value, it would be mingled in the vast unknown mass of three 
thousand millions of silver estimated as existing in the world. 

Another argument in this connection assumed, in direct oppo- 
‘sition to the known fact as demonstrated by our failure to secure 
international codperation, that the commercial world is eager for 
the reinstatement of silver and that only the courageous effort of 
one nation is necessary to enlist world-wide assistance. Senator 
Vance expressed this idea in the following words: 

I believe that the world is waiting for somebody to begin, and 
that the moment this great people throw open the doors of their 
mints. ‘ ‘ . the success of free coinage will be so weil 
assured that the smaller nations of Europe who ardently desire the 
free coinage of silver money will at once come to the rescue, and that 
it is only a matter of courage that is required on our part to cease to 
regard the interested howls of the gold speculators, throw open the 
doors and make a beginning. 

Whether or not the United States could raise the value of 
silver seemed an immaterial consideration to many silver advo- 
cates. Leaving this question aside, it was vehemently urged 
that we would find no difficulty in maintaining the two metals in 
circulation under a free coinage law. On this point was devel- 
oped a remarkable contest concerning the existence and action 
of Gresham’s Law. A class of silver advocates denied the possi- 
ble existence of such a law, and as this is a pivotal point in the 
discussion, liberal quotation may be pardoned. Representative 
Lane took, perhaps, the most extreme attitude. He said :* 

This union of the two metals, this blending of them into one 
standard for practical use, is improperly called the “double standard,” 
for in reality it is a single standard of two metals, exactly a combina- 
tion of the two as one. 


* Record, vol. xxi. appendix, p. 383. 
? Record, vol. xxi. appendix, p. 349. 
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This was equalled only by the following :* 


I believe too that the free coinage of silver will bring gold to us, 
not drive it away. Money attracts money. Riches produce riches. 
Wealth has no liking for anything so much as itself. Everything 
assimilates with its kind. Money is the most social, self assimilative 
and procreative of all material things. 

Another and more common position was taken by Senator 
Daniel :? 

How is the gold dollar likely to go to a premium over the silver 
dollar? What condition could exist to drive it toa premium? What 
use will there be for a gold dollar, making it desirable that a man shall 
part with more than one silver dollar in order to get a gold dollar? 
He can pay as much tax with a silver dollar as with a gold dollar. Hecan 
discharge as much debt with his silver dollar as with his gold dollar. He 
can buy as much of any commodity with his silver dollar as with a gold 
dollar, and why then should he give more for a silver dollar than 
for a gold dollar. 

Unique, but equally untenable was the proposition of Senator 
Plumb :3 

But, Mr. President, can it not be seen by even a man who is blind 
that, if you make the $680,000,000 of gold in the country merchandise 
instead of currency, what is left of the currency will be enormously 
enhanced in value, so that it would at once close the gap by means of 
which gold was driven out, and gold would resume its old place. 

A favorite mode of denial was to point to our own experi- 
ence since 1878. Said Senator Harris:+ ‘The experiment of 
eleven years of a coinage has effectually exploded the argument 
based upon the idea that the remonetization and coinage of sil- 
ver would drive gold out of the country.” The question was 
frequently asked, if 343 millions of silver dollars will not drive 
out gold how much will? These denials and queries at once lose 
all force when we consider that the operation of Gresham’s Law 
pre-supposes free coinage, while under our statutes the govern- 

*Senator DANIEL Record, vol. xxi. part vi. p. 5125. 

? Record, vol. xxi. part vi. p. 5126. 


3 Record, vol. xxi. appendix, p. 329. 
‘ Record, vol. xxi. part vi. p. 5487. 
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ment reserves the right of coinage to itself, and retains in its 
vaults, as profit to itself, all seigniorage. 

The position held by the majority of national bimetallists 
was, however, less extreme. They admitted the existence of 
Gresham’s Law, but affirmed that its action was confined to limited 
conditions. Gold, they asserted, could only be driven out by 
silver, dollar for dollar in legitimate trade, and then only when 
the balance of trade is against us, or we havea surplus of money, 
or our securities and investments become no longer desirable. 
These assumptions, one and all, because they ignore the exist- 
ence of the money broker, and the fact that a metal money may 
disappear as well in the melting pot as through the channels of 
commodity exchange, must be seen to be untenable, and, further, 
because they ignore the fact that money may disappear within a 
single country* by the process of hoarding.” 

Proceeding, however, in contempt of these facts, the silver ad- 
vocates attempted to fortify their position by proof that, under 
free coinage at the ratio of 16 to I, we could receive no exces- 
sive amount of silver. This argument rested upon two general 
assumptions, that the annual production of the mines is barely 
sufficient to supply current needs, and that there is nowhere any 
hoard of idle silver. With regard to the first assumption it is 
perhaps sufficient to say that the annual production of the pre- 
cious metals is a thing that cannot be counted upon. The great 
influx of gold and silver that has deluged the commercial world 
from time to time has come wholly unforseen. However, the 
statistics of production of silver show a constant and rapid 
increase during recent years. The second assumption was upheld 


* No one understands the operations of these facts better than a great banker. As 
Mr. Baring says: “A very slight difference of one-tenth or one-fourth per cent would 
determine the use of one metal or another.”—LAUGHLIN’s Bimetallism, p. 25. 


2“ As if there ever was a nation that did not need to be taught in this world’s 
affairs on the divine parable against hoarding a talent in a napkin. There never can be 
such a nation. Hoarding, as if that were a vice of America, and as if all experience 
iid not end in ascertaining when search was made for the hoard that somebody had 
oeen there before.’— Senator Evarts Record, vol. xxi. part vi. 1st session, LI. Con- 
gress, p. 5975. 
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by three suppositions: (1) That no silver will ever return from 
the East; (2) that Europe has no desire to part with her silver ;* 
and (3) that with the mint ratio here at 16 to 1 while that of 
France is 15% to 1, European governments can send no silver 
here except at a considerable loss. The recent action of the 
Indian government and the repeated endeavors of European 
governments in general to change their currencies to the gold 
basis, with the following sharp retort of Congressman Walker, 
would seem to take from those arguments whatever weight 
they might possess. Said Mr. Walker :? “That is to say, for forty 
years European merchants took our silver to Europe to be 
coined at a profit of 2.4 per cent., from 1834-1873. While our 
mints during all that time were open to the free coinage of silver, 
and that now, in the year of our Lord 1890, with every mint in 
Europe closed to the free coinage of silver, European merchants 
will not transport silver from Europe to this country where they 
can have it freely coined at a profit of 28 per cent.” Uncon- 
vinced by Mr. Walker, the National Bimetallist turned to our 
great American policy for his crowning argument, asserting that 
Congress could easily put a duty on foreign silver that would 
prevent its importation should it come in excess. 

Thus it appears that the economic reasoning of the National 
Bimetallists rested mainly upon a denial of natural laws and ex- 
isting conditions, and upon the following fundamental assump- 
tion, namely, that concurrent circulation is possible, based upon 
one of two subordinate assumptions,—that gold and silver 
equally satisfy the monetary desires of the commercial world, or 
that the legislation of one nation can absolutely control the 
natural monetary laws throughout the world. A chain of rea- 
soning thus constructed of erroneous propositions cannot hold. 


*In this connection it may be well to note former experiences. “From 1852 to 
1875 at least $1,000,000,000 of silver had been shipped from England and the Mediter- 
ranean to India and the East.” LAUGHLIN’s Bimetallism, p. 125. The stream can 
no longer flow to India. 


* Record, vol. xxi. part vi. Ist session, LI, Congress, p. 5702. 
3Mr. Moore, of Texas, Record, vol. xxi. part vi. p. 5733- 
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The inevitable conclusion is, that free coinage of silver must ulti- 
mately bring us to a single silver basis. In that case gold would 
still be the world’s standard, and our currency would fluctuate 
as the market value of silver fluctuated to that of gold. The 
evils of such a condition will be forseen by those who under- 
stand the part played by credit in our industrial organism, the 
slowness of the growth of business confidence, the ease with 
which it is destroyed, and the disastrous consequences resulting 
from such destruction. 

B. The Reasoning for Inflation. 

We come now to a different class of arguments upheld by 
men actuated by less worthy motives. For the origin of this 
class of reasoning in this country, we must look to the financial 
history of the civil war. The inflation of the currency which 
occurred then under the stress of financial exigencies has left a 
deep impression upon the American mind. To the majority of 
petty producers, the owners of farms and debtors, the period of 
currency inflation appeared, and still appears as an era of un- 
paralleled prosperity. In it they saw only the rise in the prices 
of their products without seeing the rise of prices of things bought, 
and the increased power of money to discharge burdensome 
indebtedness. They divorced from it the terrible after effects of 
inflation, attributing these entirely to concurrent circumstances, 
the most notable of which was the law of 1873, discriminating 
against silver. Thus industrial disturbance or depression brings, 
inevitably, great pressure to bear upon Congress for legislation 
looking to an increase of the currency. This to a large extent 
explains the situation of 1890. 

The advocacy of silver by the inflationist can best be un- 
derstood by examining his earlier ideas. These were based upon 
three fundamental postulates. The first was that money metal 
or legal tender money controls prices, that is, more money pro- 
duces high prices, less money low prices. This is the old 


*“Tt is a fundamental elementary maxim of the science of finance that abundance 
of money makes high price for products, and per contra, that a scarcity of money 
makes low price of products. In other words, the value of the products of the world 
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quantity-theory advanced by economists when business was done 
practically on a cash basis. It was theoretically true under 
those conditions and approximated the actual facts. But no 
assumption is more productive of error than that this rule holds 
under modern conditions. Perhaps there is no more difficult 
subject which engages the attention of economists to-day than 
this question of prices. There is no general agreement concern- 
ing it, but this much may be said, three elements at least enter 
into the determination of prices, namely, (1) the amount of 
money and its rapidity of circulation, (2) the value and stability 
of the monetary unit, and (3) the amount and activity of those 
credit devices which figure in industrial transactions. Of these 
three elements credit, depending on the stability of the mon- 
etary unit, seems to play the most important part. Our recent 
experience with silver seems to show that the amount of metallic 
circulation is largely determined by prices rather than determines 
them.?' The second postulate at the foundation of the inflation- 
ist’s train of reasoning was that high prices produce prosperity. 
On this postulate, coupled with the first, viz., that metal money 
controls prices, he based his desire for more money and his advo- 
cacy of silver.2 The arguments advanced in proof of this pos- 
tulate were both historical and theoretical. The debates in 
Congress were freely sprinkled with assertions that the pros- 
perous eras of history have been those of high prices. But to 
argue from this that the high prices were the cause of the pros- 
perity, as was done, is another case of post hoc propter hoc reason- 
is measured by the amount of the circulating medium of the precious metals, that there 
is in the world to exchange for them.”— Senator VANCE, Record, ibid. appendix p. 
381. 

*“The expansion of the silver currency has followed and not preceded the rise 
in prices, the speculative activity and the other phenomena which are associated 
with an increase in the supply of money . . . The increase of our silver currency 


seems to have been effect rather than cause.”— Zhe Silver Situation in the United 
States, W. F. Taussic, pp. 61 and 62. 


*“During all periods in which there has been a generous increase in the money 
volume of a country or of the world, activity and prosperity have been its accompani- 
ment. I challenge the citation of any instance to the contrary.”—Senator JoNnEs, of 
Nevada, Record, 1st session, LI. Congress, appendix, p. 267. 
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ing. It is true that high prices often obtain in prosperous peri- 
ods when business is active and speculation rising, but in our 
modern business world these are the very conditions that tend to 
produce high prices, and that they are the cause and price the 
effect, is seen by the fall of price at the first check to confidence 
and activity. 

Theoretically, the inflationist endeavored to prove this postu- 
late by two arguments. First, it was asserted that high prices 
meant increased values. This was most clearly advocated by 
Senator Reagan. Although his conclusion was based on falling 
prices, if it be true, its opposite holds equally well with rising 
prices. Mr. Reagan said:* 

The royal commission of Great Britain in 1886, . . . estimate 
that the reduction of the prices of commodities generally was about 33 
per cent. by demonetizing silver. The New York almanac for this year 
estimates . . . that the value of the property in the United States is 
this year $61,459,000,000. If the revolution in prices caused by the 
discrimination against silver has reduced the value of this property by 
33 per cent. it means a loss to owners of this property of $18,437,- 
000,000. ? 

This assertion rests upon a fundamental and silly error, yet 
one which was quite commonly found at the basis of arguments, 
namely, that price is equivalent to value. Had the Senator pur- 
sued the reasoning to its legitimate conclusion he should have 
advocated the substitution of the penny piece for the dollar, in 
order that the money, being one hundred fold more abundant, 
and prices correspondingly advanced, the wealth of the country 
might be a hundred fold increased. Secondly, it was asserted 
with more show of reason that high prices encourage industry by 
aiding producers and laborers. It is probably true, as Hume long 
ago argued, that things have a more hopeful look, and activity 
is stimulated in an era of rising prices, but that activity which 


*Record, part iii. p. 2830. 


* A more direct statement is from the Report of the Committee on Coinage, Weights 
and Measures, to the House, in H.R. 5381: “An increased volume of money always 
raises prices and so must add materially to the va/we of all farms and farm products.” 
—Record, part vi. p. 5381. 
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results solely from the stimulation of rising prices almost invaria- 
bly leads to over-speculation culminating in a commercial crisis 
followed by the evils of industrial depression. It is difficult to see 
wherein permanent benefit accrues to producers or laborers by a 
high range of prices. Those who produce for the home market 
receive higher prices, but must pay higher prices for their con- 
sumption, while those who produce for exportation pay higher 
prices but find the price of their produce abroad not at all 
advanced by the inflation at home. On the other hand, it is 
almost universally admitted that any change of prices to a higher 
level temporarily, at least, lowers the real wages of labor. In 
review of the whole argument, Senator Sherman ably remarked:* 

But how will this change affect the great mass of our fellow citi- 
zens who depend upon their daily labor? A dollar to them means so 
much food, clothing and rent. If you cheapen the dollar it will buy 
less of these. You may say they will get more dollars for their labor, 
but all experience shows that labor and land are the last to feel change 
in monetary standards, and the same resistance will be made to an 
advance of wages on the silver standard as on the gold standard, and 
when the advance is won it will be found that the purchasing power of 
the new dollar is less than the old. No principle of political economy 
is better established than that the producing classes are the first to 
suffer and the last to gain by monetary changes. 

The inflationist, however, having established these two pos- 
tulates to his entire satisfaction, accepted unreservedly the legit- 
imate conclusion therefrom, and boldly announced that it is 
impossible to have too much money.* Said Mr. Perkins:3 “In 
my reading, or otherwise, I have never learned of any people 
who had too much good money to contribute to their happiness, 
to their support, and to the comfort of their homes. No one ever 
had too much money for caring for their little ones, for carrying 


* Record, vol. xxi. part vi. p. 5619. 


2“ We cannot, sir, have too much money. No people ever had too much.”—Mr. 
FARWELL, Record, vol. xxi. part vi., p. §527. “Has anyone ever observed any calamity 
resulting from too much money? Is there any locality or era where there was too great 
activity among the productive classes ?”—Mr. LANE, Record, vol. xxi. appendix, p. 347. 


3Mr. PERKINS, Record, vol. xxi. part vi. p. 5804. 
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on domestic concerns, which affect the happiness of the fireside 
of every man.” It is evident that this argument rests on a stupid 
confusion of ideas as to wealth and money, an inability to distin- 
guish between money, which is only one form of wealth, and the 
many other forms of wealth not money. It also fails to appre- 
ciate that an increase of money does not increase other forms of 
wealth, or that an increase of money does not change values. 

The third postulate, which completed the foundation of this 
line of reasoning, was that the inflation or degradation of metallic 
currency is impossible. A plain statement of this position is 
found in the speech of Senator Pugh." 

The people, in no time of our history, and no country in the 
world’s history, ever suffered in trade and commerce or otherwise from 
having too much coined money in circulation, or as the basis of circu- 
lation. Who ever heard of inflation in gold or silver money, or in paper 
money founded on it for redemption ? How can there be deprecia- 
tion in the unit of money value compounded of gold and silver, so long 
as the unit is the coin of the government, declared by a law of Con- 
gress to have the value of a dollar? 

It will be seen that this assumption was based upon the belief 
that the value of the monetary unit is independent of the bullion 
value, but depends solely on the stamp of the government,’ the 
legal tender function given it. Senator Jones, of Nevada, was the 
most ardent advocate of this theory :3 

The logic of the situation and the reasoning of all the leading 
authorities on money lead irresistibly to the conclusion that its value 
does not reside in the material but in she stamp ; in other words, on the 
legal tender function impressed on that metal. . . . The com- 
modity value of any material on which the money function may be 
stamped is too trifling to merit attention. . . . There never wasa 
dollar coined that did not legally and practically contain roo cents. 


If this be true, the commercial and industrial world is cer- 
tainly sustaining an unnecessary economic burden in maintaining 
* Senator PuGu, Record, vol. xxi. part vi. p. 5522. 


*Senator TELLER thought that if the greenback currency had been made full legal 
tender it would have sustained itself at par.— Record, vol. xxi. part v. p. 4648. 


3Record, vol. xxi. appendix, pp. 254, 57, 62. 


io 


n 
c 
t 
é 
. 
/ 


SILVER DEBATE OF 1890. 561 


metallic currencies. The argument must inevitably lead to the 
conclusion that irredeemable paper is the ideal monetary medium, * 
yet history does not sustain this conclusion. 

Such being their monetary theory the primary desire of this 
class of silver advocates was simply for more money to raise 
prices. Why did they resort to silver to satisfy their desires? 
Simply as a matter of expediency.*. They had no love for silver 
as such, but it was the cheapest and most abundant substance for 
which they could gain support, its use would result in more legal 
tender currency, and its metallic character would in a measure 
shield the advocates from being stigmatized as inflationists. 
Three facts exist which prove that the object aimed at by this 
class of silver advocates was simply and only more money and not 
especially more silvermoney. First, they made no effort toward 
the remonetization of silver until after the fall in its value in 1876; 
Secondly, the members of this same class exerted themselves to 
force the reserves held by the Government into circulation ;3 and, 
Thirdly, they openly declared that their object could be attained 
as well by putting fewer grains in the gold dollar.‘ 


*“One Senator suggested a paper money, irredeemable only as passing from hand 
to hand, in addition to our present currency.”—Senator PLUMB, Record, vol. xxi. 
appendix, p. 328. 

*“The feeling in favor of paper money instead of gold or silver has had the 
greatest hold in the West. It has been part of a widely prevalent feeling in favor of 
such an increase of currency as should meet the needs of all current business, a feeling 
wide spread and enduring. Lately this feeling has taken the form of a demand forthe 
free coinage of silver.”—Senator PLUMB, Record, vol. xxi. appendix, p. 329. 

3 The same interests and the same influences which have opposed silver coinage 
in this country have induced Congress and the Treasury Department . . . to hold 
idly and uselessly in the United States Treasury, from year to year for ten years, 
$100,000,000 in gold on the pretense that this was necessary to enable the Government 
to redeem and retain from circulation the outstanding legal tender (greenback) notes. 
And this large sum of gold has for years been withheld from circulation and from use 
in the business and industrial interests of the country.”—Senator REAGAN, Record, vol. 
xxi. part iii. p. 2832. ; 

4“ Tf the time shall come when that equivalency of values, monetary and commer- 
cial, shall be insisted on and necessary, I have no hesitancy in declaring that I shall 
vote an act to make the equivalency by taking the necessary grains out of the gold 
dollar, rather than by adding to the weight or value of the silver dollar."—Mr. Pay- 
SON, Record, vol. xxi. part vi. p. 5790. 
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The inflationists admitted freely that the free coinage of silver 
would result, not in a bimetallic currency, but in the silver stan- 
dard of values. In logical keeping with their monetary theories 
they hailed the result with pleasure." Having assumed that the 
vaiue resides solely in the stamp of the Government, a cheaper 
metal is as stable and costs less to maintain. By resort to the 
silver standard the United States would make money by dispos- 
ing of its gold, and also in the enhanced price of silver. ‘And 
further,” added Senator Jones,” “the export of our gold will raise 
the price for our exported goods.’ Such was the reasoning for 
inflation in the silver debate of 1890. The theoretic errors are 
apparent, and the evils which result in yielding to such councils 
are amply shown in the financial history of our own and of 
European nations. 

C. The Reasoning in Favor of the Debtor Class. 

The train of reasoning in favor of the Debtor Class is closely 
allied to that which was urged in favor of currency inflation. 
Both proceeded from a desire for more money and higher prices, 
but while the inflationists emphasized the benefits of rising prices, 
this class called especial attention to the evils of falling prices. 
The two lines of reasoning might be called complementary. The 
supposition at the foundation of the reasoning for the Debtor 
Class was that the depression under which the country labored 
had been caused by a contraction of the currency 3 (producing 
lower prices and so decreasing debt paying power) due to the 
silver legislation of 1873. 


*“ If Europe will pay more for gold than we can afford to, let her have it.”—Sen- 
ator STEWART, Record, vol. xxi. part vi. p.5078. “Suppose the silver of Europe 
comes here, you can put it into the circulating medium of this country and not inflate 
it. To-day $250,000,000 are needed in this country, right now, for circulation for 
benefit of trade and benefit of commerce.”—Senator TELLER, Record, vol. xxi. part 
¥. 4694+ 


* Record, vol. xxi. appendix, p. 266. 


3“ There is no instance of commercial and industrial adversity within the last fifty 
years that has not been preceded and produced by a prodigious contraction of the 
operations and volume of the money power.”—Senator Lang, Record, vol. xxi. 
appendix, pp. 347-8. 
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Said Mr. Stewart :* “Since silver was demonetized and one- | 
half of the supply cut off, falling prices, stagnation and enforced . 
idleness have brought the country to the brink of bankruptcy.’ ‘ 
How generally the idea was held is shown by the following from 
a speech of Senator Teller:* if 
Mr. President, I have believed and believe now. . . . that i 
the people of the United States have suffered for many years because / 
of a lack of circulation. . . . There has not been a sufficiency of 
circulation, nobody in this controversy has claimed that there was. 
The Secretary of the Treasury in his report declared there was not, the 
chambers of commerce and boards of trade have everywhere proclaimed 
that there was a demand for more money.- | 
No amount of argument? or quotation of statistics, showing i 
that since the demonetization of silver, more money had been 
actually issued from the mints than ever before, could convince 
this class of silver advocates that the currency was not being 
constantly contracted. It is true they did not claim actual 
metallic contraction, but they argued that when money did not 
increase in proportion to population and business, virtual contrac- 
tion was the result. This assertion was not founded upon the 
idea that credit has no effect on prices, but upon the postulate 
that the limit of credit must always bear a fixed proportion to the } 
amount of the metallic basis. In other words that metallic money 1 
absolutely controls credit. Herein lies the fundamental error of } 
this train of reasoning. The commercial history of the last fifty | 
years furnishes ample proof that there is at best only a very loose ! 
relation between the amount of money, and the number of credit 
transactions. In that time improvements in transportation and 
communication have enabled credit devices to increase an hun- 
dred fold the efficiency of a given quantity of coin.* The vast 


* Record, vol. xxi. part vii. Ist session LI. Congress, p. 7022. 
? Record, vol. xxi. part vii. p. 5073. 


3“ There is 85 times as much visible gold as is thus used by these banks in any one 
day, and each dollar used in any one day is at hand to use on the next day. There is 
one hundred and eleven times as much currency money in circulation as is thus used j 
on any day.”—Mr. WALKER, of Mass., Record, vol. xxi. part vi. p. §709. 

4“Very little coin or paper money is used or is necessary to the immense exchange 
of merchandise and titles to merchandise as compared with 50 years ago. One dollar 
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majority of transactions are now carried on without the interven- 
tion of money. Our own experience with silver has shown that 
with our vast and complex organization of credit, there is a limit 
to the amount of metallic circulation that can be made to remain 
in the channels of industry. It cannot be too often emphasized 
that it is business confidence that sustains and limits credit, and 
that confidence depends not so much on the quantity of the 
monetary basis as upon its stability. Such arguments, however, 
had no effect on the ideas of the class of men who upheld this 
train of reasoning. Their postulate being assumed, the resulting 
contraction followed inevitably. 

The contraction of the currency being assumed, the silver 
advocate proceeded to emphasize the evils resulting therefrom. 
The following from a speech of Senator Jones, is a characteristic 
example :* 

It is my firm conviction that the inexpressible miseries inflicted 
upon mankind by war, pestilence and famine have been less cruel, un- 
pitying and unrelenting, than the persistent and remorseless exaction 
which this inexorable enemy has made upon society. As the volume 
of money contracts, prices decline, and with the decline of prices comes 
stagnation of industry. . . Stores, workshops and factories, unoccu- 
pied and unused, are found on every hand. Crime increases, bank- 
ruptcies multiply, and even though the aggregate of wealth augments, 
it is unjustly distributed, and is consequently barren of results. 

A careful examination of the statements on this subject seems 
to show that the silver advocate attributed the evils of contrac- 
tion to two causes. First, the raising of the standard of deferred 
payment (by the fall of prices) and consequent increase of bnr- 
densome indebtedness; and, secondly, the decrease of loanable 
capital. 

While it is true that the fall of prices since 1873 has raised 
the standard of deferred payment as regards commodities, the 
in coin will measure and touch one hundred fold more products in exchange to-day 
than one hundred years ago, and $1 in coin made one hundred fold more effective is 


economically equal to increasing our stock of coin one hundred fold.”— Mr. 
WALKER, of Mass., Record, vol. xxi. part vi. p. 5708. 


* Record, vol. xxi. appendix, p. 239. 
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assumption that the fall is due to a contraction of the currency is 
entirely gratuitous. Reliable statistics show in this period a great 
reduction in the cost of production of almost all commodities, 
and in the cost of transportation, accompanied by an enormous 
increase in the production of staple articles. These facts are 
amply sufficient to account for our fall in prices which have not 
yet reached the level of 1850, and as the reduction in the cost of 
production has been accompanied by an actual rise of money 
wages it seems hardly probable that there has been any contrac- 
tion of the medium of exchange.* The second cause of evil pro- 
duced by contraction as set forth on this line of reasoning was a 
decrease of loanable capital producing stagnation of business and 
enforced idleness with inability of the masses to obtain consum- 
able goods.* This is asserting that the circulating medium of 
a country is equivalent to its capital, or that a variation in the 
number of pieces of currency thereby increases or decreases the 
amount of its loanable products—palpable absurdities. It is true 
that a lack of confidence makes men unwilling to place loans, but 
the trouble lies in the instability of the monetary medium, not in 
its lack of quantity. 


Having established in their own minds the evils resulting from 
the demonetization of silver, this class of agitators set about to 
prove that the act of 1873 was an event in a world wide conspir- 


*“ The business man and capitalist has had, to be sure, to deal with falling prices, 
but the same amount of capital and labor has turned out more commodities than 
before ; and his total money returns, so far from declining, have increased. The money 
incomes of the managers of industry have shown the same upward movement, as the 
money incomes of other classes in society. So long as this is the case, it is idle to 
talk of a depressing effect on enterprises from the fall of prices, or of a strangling of 
the industrial organism from insufficiency of the circulating medium.” Taussic, Silver 
Situation, pp. 98-99. 


2“ It is the presence of it [money] in the country that gives credit to banks and 
financial men, men that have money to loan to men that control industries, the com- 
merce and the finances of thecountry. If it is absent, or if one-half of it is dead, credit 
is to that extent limited.”—Senator MorGAN, Record, vol. xxi. part viii. p. 7089. 
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acy among the creditor classes to oppress the debtors, surrepti- 
tiously forced upon the people of the United States." 

Wearying indeed are the debates upon this question, which 
seemed to be the chief point of contention between the advocates 
and opponents of free coinage. A few quotations will serve to 
illustrate the temper of those who upheld this theory. Said 
Senator Reagan: 

The reason for the demonetization of silver was that it would 
increase the value of gold and of bonds, and of other evidences 
of indebtedness, and that it would increase the value of fixed incomes ; 
that it would tend to enrich the creditor classes and those who owned 


money. It was inspired chiefly by the English and German bond- 
holders, by the privileged and wealthy of Europe who live on fixed 
incomes and by the bondholders and bankers of this country. 


It 


* The following is a tabulated statement of the process by which the act of 1873 
became a law. Readers may draw their own conclusions concerning its surreptitious 


[7a] 


enactment. 


PROCEEDINGS 


SENATE 


HOUSE 


Submitted by the Secretary of Treasury--------- 
Referred to Senate Finance Committee-_-________- 


April 25, 1870 
April 28, 1870 


Five hundred copies 
Reported, amended and ordered 2 


Senate bill ordered printed... ................ 
Bill reported with substitute and recommitted --__ 
Original bill reintroduced and printed ____-~-__-_- 


Jan. 10, 1871 


Jan. 13, 1871 
Feb. 13, 1871 
Mar. 9, 1871 
Jan. 9, 1872 


Reported back, amended and printed__.........} | -------- Feb. 13, 1872 


Amended and passed by vote of 110—13.--_____- 
Reported, amended and printed. 
Reported, amended and 


Conference Committee 
Became & POR. 86, 


May 29, 1872 
Dec. 16, 1872 
Jan. 7, 1873 
Jan. 17, 1873 


May 27, 1872 


LAUGHLIN’S Bimetallism, p. 98. See also the note by Mr. Powers, in this num- 
ber of the JOURNAL. 
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sprang from the venal and corrupt motives of those who designed to 
enrich themselves by oppressing and wronging others, and I am per- 
suaded that history will write it down as the greatest legislative crime, 
and the most stupendous conspiracy against the welfare of the people 
of the United States and of Europe which this or any other age has 
witnessed." 

The following is from a speech of Senator Stewart: 


Nothing but more money will right the wrong that the gold stand- 
ard contractionists have perpetrated. The people now demand the 
remonetization of silver, and give notice that if that is not enough they 
will demand sufficient legal tender paper money to enable them to 
retain their property, maintain liberty and independence, and enjoy 
something of the wealth their labor has produced. Let the money 
kings take warning and cease their dishonest practices before they 
compel the people to pay their debts in inflated paper money to save 
themselves from want, starvation and slavery.” 


Other speeches were still more revolutionary. Said Mr. Stone, 
of Missouri : 


I cling to the hope that the time is not far distant when the slow 
gathering wrath of the people, long cheated, deceived, wronged, out- 
raged, will leap like a flame over the land, sweeping your custom 
houses from the face of the earth, melting our silver mines into money 
for the use of the people in the liquidation of their debts and in the 
convenient and profitable conduct of their business.3 


These statements certainly savor of wholesale repudiation 
and, if necessary, of rebellion. 

The reasoning in favor of the debtor classes was completed 
by an attempt to prove the justice of free silver as a remedy* for 

* Record, vol. xxi. part iii. 1st session, LI. Congress, p. 2830. 

? Record, vol. xxi. part vi. p. 5077. 

3 Record, vol. xxi. part vi. p. 5808. 


4It is at least questionable whether free coinage would actually raise prices. If in 
the substitution of the silver currency confidence were impaired prices would certainly 
fall. Any attempt at monetary manipulation which does not take into consideration 
credit, will not produce the result desired. Our present condition of business depres- 
sion, failing markets and falling prices, which has followed increased silver issues 
under the law of 1890, shows that mere additions to the metallic circulation cannot be 
relied upon to raise prices. Furthermore the question arises, How will the debtor 
obtain the money after it is coined ? 
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the evils of contraction. The arguments were (1) theoretic, (2) 
technical and (3) moral. (1) It was urged that gold had risen 
in value, while silver, instead of falling, had maintained a remark- 
able steadiness as compared with the value of staple commodi- 
ties. The belief that gold had risen followed logically from the 
postulate that credit must bear a fixed proportion to metallic 
money. If this be true, and the law of 1873, as was claimed, 
had cut off one-half the metallic basis, the increasing monetary 
work of the world was thrown upon the remaining metal, and its 
rise in value followed naturally. The steadiness in the value of 
silver was plausibly maintained by reference to tables of prices 
dating from 1873. Said Senator Jones :* 

If I can show that fora period of seventeen years, since its demone- 
tization in 1873, silver has lost none of its purchasing power, none of 
its command over commodities, that is to say, if I can show 412% 
grains of silver to-day, uncoined, and shorn by hostile legislation of its 
principal element of value—the money use—will buy as much as 
would 412% grains of silver in 1873 (when our silver dollar bore a pre- 
mium over gold) of all the articles that enter into the daily consump- 
tion of the people, it must be manifested that silver has not fallen in 
value. In order to demonstrate that gold has risen, I will bring side 
by side the gold prices of a number of leading commodities of com- 
merce in 1873 and 1889 respectively, and the amount in silver bullion 
that in 1889 would purchase an equal quantity of the same commodi- 
ties. 

This is logical and convincing, but inferences from tables of 
prices are dangerous, and in this case positively misleading. It 
is true that if a beginning is made in 1873 when prices are at flood 
height, by reason of prolonged speculation, a remarkable corre- 
spondence is found between the fall in the prices of staple com- 
modities and silver. If, however, we go back beyond the specu- 
lative era, computing our tables from the level of 1845 and 50, 
we shall find, according to Mr. Soetbeer, that one hundred and 
fourteen staple commodities had, in the long run, risen on an 
average 6 per cent. from 1845-50 to 1889, and that the tendency 
was then upward, while during the same period the price of silver 


* Record, vol. xxi. appendix, p. 353. 
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had fallen 28 per cent., a difference between commodities and 
silver of 34 per cent., with the tendency of silver still downward. 
Necessarily, then, this argument falls to the ground. 

(2) Technically it was maintained that there are no obliga- 
tions in the United States which may not be paid as well in silver 
as in gold. The constitution, it was urged, provided for the coin- 
age of gold and silver, and the law of 1873 was in direct viola- 
tion of this. The constitution secured the absolute right of the 
debtor to pay in the cheaper coin. Said Congressman Moore,’ 
of Texas: ‘Congress had no more power to demonetize it than 
it had to pass an ex post facto law.” 

In this connection it was denied that we were actually upona 
gold basis. This was asserted with great earnestness : 

I utterly deny and dispute the premises that the United States is 
to-day a gold standard nation, and if the Senator from New Jersey can 
show me, or if any gentleman can point me to a fact that makes this a 
gold standard nation, that does not belong to the realm of that discre- 
tion, which sometimes in the Secretary of the Treasury evades and 
disappoints the law, he would be giving me information of which I am 
at present devoid.” 

(3) Finally it was claimed that “ this cry for the best money 
is at last beginning to be recognized for what it is; the cunning 
devise of creditors to ‘catch the conscience’ of the people and 
play upon the sense of fairness that characterizes the great mass 
of mankind.” 

Wall street and the Treasury Department recognize silver dollars 
as a good legal tender in the payment of public contractors and the 
officers of the Government and in the payment of the army and navy 
and pensions; but the Administration, like its predecessors, assumes 
that nothing but gold is good enough to pay the bondholders. In 
reaching this conclusion it seems to have been convenient for the 
present and past administrations to forget that these bonds originally 
cost the holders of them only about 50 cents in specie on the dollar.‘ 

* Record, vol. xxi. part vi. p. 5733: 

*Senator DANIEL, Record, vol. xxi. part vii. p. 7059. 

3 Senator JonEs, of Nevada, Record, vol. xxi. appendix, p. 208. 


‘Senator REAGAN, Record, vol. xxi. part iii. p. 2833. 
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To crown the argument the cry was raised that the limited 
coinage of silver is an unjust discrimination against the people’s 
money : 

“ Silver is the money of the people, the common people, not of the 
speculators, not of the wealthy men, not of the kings and princes and 
potentates. It is the money of the people and has been the money of 
the people so long and so far back in the history of the race as we have 
any record of whatever.” * 

It seems almost incredible that this train of reasoning, its 
assumptions based on error in fact, its postulates on error in 
theory, and its conclusion leading directly and inevitably to repu- 
diation, could have found supporters in the Congress of the United 
States, yet it was maintained vigorously by the leaders of the 
silver party in both Houses with far more energy than it was 
opposed. 

D. The reasoning in favor of a Special Industry. 

By the close of the last decade the persistent fall in the 
market value of silver had convinced the mine owners and all 
those dependent on subsidiary employments that the only hope 
of restoring prosperity to the silver mining industry lay in imme- 
diate and decisive action of Congress in the direction of greater 
silver coinage. Thus was added a powerful wing to the free 
coinage party in the Fifty-first Congress. The Congressmen 
from the far West were among the most insistent advocates of 
free coinage. The arguments they brought to bear in behalf of 
this industry resulted in a plausible chain of reasoning. At the 
outset this reasoning assumed the postulate of the National 
Bimetallist, that the legislation of 1873 caused the fall in the 
value of silver. It was then argued that the prosperity of the 
whole country is so intimately connected with the silver industry 
that the depression forced upon it by hostile legislation had spread 
throughout the nation. This idea was vigorously expressed by 
Delegate, now Senator, Dubois, of Idaho.? 


The West is pouring in upon the East $95,000,000 annually in 


* Senator VANCE, Kecord, vol. xxi. appendix, p. 283. 
* Record, vol. xxi. appendix, p. 353. 
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gold and silver. This has been a steadily swelling stream for forty 
years. What would your country have been without it? You might 
have had one railroad to St. Louis or Chicago now, and your business 
would have been swopping loopholes for tobacco and burning corn for 
fuel, as of old. . . . The farmers made a profit by their labor all 
through the great war ; they continued to prosper for eight years after 
the war closed. But a blight came upon them, what was it? What 
caused it? The chief function of silver, that of money, the perfect 
measure of values, was taken from it. So soon as that dishonor was 
cast upon it as compared with gold it began to fall in value. . . . But sil- 
ver is a royal metal, and as it has gone down it has carried every other 
product of industry with it in precisely the same ratio. 


This is simple assertion and proves nothing, but it must be 
admitted that losses have occurred of a serious nature from the 
depressed value of silver on account of the reduced price at which 
our silver must be sold abroad. But scientific investigators now 
deny the argument, so frequently urged to account for the depres- 
sion of our agricultural interests, that the growth of wheat and 
cotton is stimulated in the East, and drives our products from the 
European markets because of the great profitableness of trade 


resulting from the ability to buy silver in the West cheaply, which 
when coined passes at full value with the silver-standard nations 
of the East. It is now shown that however much the Indian 


“ryot” may receive, the Indian trader, with whom the western 
merchant deals, understands the fall in the value of silver and 
demands payment in silver at its gold valuation. Believing the 
validity of this argument, however, and relying on the power of 
legislation, the silver advocate saw the remedy in free coinage. 
The United States, he argued, being the producers of forty-three 
per cent. of the silver of the world, might by free coinage become 
absolute master of the silver markets of the world,’ raise its price 
and “cut off the advantages which the Indian producer now 


*“ We are in the position to control the metals of this country in our own interests, 
instead of London being the great centre where you find gold and silver exchanged, and 
instead of England controlling the value of the two metals, New York would become 
the exchange of the world as between gold and silver.”—Mr. BLAND, Record, vol. xxi. 
part vii. p. 6454. 
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enjoys over our own in wheat and cotton.’* We would establish 
an American policy and force the eager and silver-starving world 
to our ratio. If it reduced us to a silver basis, cutting us off from 
our relationship with the great commercial nations of the West, 
we should have an increased commerce with the silver-standard 
nations who far exceed in population the nations using gold. The 
idea of such a rupture of international monetary relations was 
hailed as an unmixed good by many.* Said Senator Jones: 
“The property of mobility, of fluidity, which is so much lauded 
in gold, is precisely the property least to be desired in the money 
of our country, if that property of mobility or fluidity is to keep 
altering prices and disarranging equities. Whenever in the his- 
tory of our country there has been least reliance on international 
money (gold) and more reliance on merely national money (even 
of paper when reasonable limits were placed upon its quantity), 
prosperity has been everywhere present. I need not recall to the 
mind of Senators the wave of prosperity that swept over the coun- 
try when it was without any international money and resorted to 
the ‘greenback’ currency.” 

The true animus of this whole train of reasoning, which many 
wished to conceal, was in fact a desire for protection to a partic- 
ular industry. By some this was plainly confessed. The silver 
miners, they said, had built up the industry and the country on 
the supposition that free coinage would continue. They hada 
right to expect its continuance, for had it not the sanction of the 
constitution and the usages of centuries? Its restoration would 
be only justice.* Said Senator Stewart:5 ‘“ There is not a silver 


* Mr. LinD, Record, vol. xxi. part vi. p. 5696. 

*“T have taken no note of what to my mind are matters of trifling moment, namely : 
A fixed par with England. Our foreign trade is a trifle compared with our domestic, 
and of our foreign trade only a trifle flies to and fro as balance of trade, and that bal- 
ance goes as bullion regardless of our money definitions, except when they happen to 
coincide with weight relations. In short, it is a simple matter of bookkeeping.”—Mr. 
WICKHAM, Record, part vi. p. 5752. 

3JONES, of Nevada, Record, vol. xxi. appendix, p. 268. 

4Mr. BARTINE, Record, vol. xxi. part vi. page 5797-8. 


5 Record, vol. xxi. part vi. p. 5072. 
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dollar in the United States that will not bring one hundred cents 
in gold. The United States buys 412% grains of bullion for 
eighty-two cents, and coins it into a dollar and makes the differ- 
ence. Why should not the owner of the bullion, as formerly, have 
it coined and save the loss?” ; 

The error, as in other arguments, plainly lies in the supposi- 
tion of unlimited power of legislation to counteract natural mon- 
etary laws. Further, it was argued that there is no reason why 
the United States should not protect the silver industry as well as 
other industries. The mining States had aided to protect eastern 
industries—turn about is fair play.* The loss and distress result- 
ing from the fall in the value of silver is undoubted, but the 
occurrence is not unique. Every industry has experienced revo- 
lutions from the substitution of better methods, and the old 
machinery sinks into subsidiary use, entailing loss to its posses- 
sors and producers. It is an inevitable consequence of progress. 
Should our Government attempt to stay the process, to protect 
all obsolete industries and methods, itself would soon be whelmed 
by the natural laws which it would violate.” 


Ill. 


To complete our study of the silver debate of 1890, the 
character of the transaction as a whole will now be considered, 
and the causes that determine the nature of this treatment which 
the silver question received from the members of the 51st Con- 
gress will be examined. Throughout the debate the advocates 
of free coinage were doggedly persistent in their efforts to force 
upon Congress an unequivocal discussion upon this question and 
the consideration of an unequivocal bill. They assumed a dis- 
tinctly aggressive attitude, boldly advocating free coinage of 
silver from the standpoint of the inflationists, the debtor and the 
silver miner, and vociferously denouncing all (the government 


*Mr. BaRTINE, Record, vol. xxi. part vi. p. 5798. 


2 Silver has fallen out of international use as the result of universal natural laws, 
and it must continue to fal] until the supply is readily absorbed for subsidiary monetary 
uses and in the arts. 
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officials not excepted), who were not in sympathy with their 
ideas. The merit of their arguments we have already examined. 
Based on fundamental economic errors and historical misrepre- 
sentations,’ they deserve no consiueration. 

The attitude of the opponents of free coinage on the other 
hand was in marked contrast to the bold and decisive stand 
taken by the silver advocates. Instead of laying bare the funda- 
mental errors at the basis of the silver arguments and refuting 
them vigorously, they admitted in general that true bimetallism 
was possible, that great evils had arisen from the demonetization 
of silver, and that something must be done at once to relieve the 
country from distress arising out of currency contraction.? The 
main issue was avoided, and the endeavor made to confine the 
discussion to compromise measures which should be forced 
through Congress with as little discussion of the main topic as 
possible. Thus their attitude in general was conciliatory and 
concessive.* In the Senate Mr. Aldrich, an opponent of free 
coinage, furnished an example of this attitude in the following 
remarks : 

There is no substantial difference of opinion among Senators as 
to the nature of the evils which have arisen from the outlawry of 
silver. The diversity of opinion does not relate to the general ques- 


*A volume would be needed to correct the historical errors foisted upon Congress 
by the free silver advocates and uncontroverted by their opponents. 


? Even Senator Sherman admitted that the business of the country labored under 
contraction, and he favored more money as a relief. Speaking of his amendment to 
the Senate bill (see Section 6 of conference report) he said, “That would unloose about 
$50,000,000 lying idle in the Treasury and relieve part of the contraction under which 
the business of the country now labors.” ecord, vol. xxi. part v. Ist session LI. 
Congress, p. 4238. 

3It is not asserted that this was the attitude of all silver opponents, but of the 
opposition as a whole. 


‘The following is a passage from the Report of the House Committee on Coin- 
age, Weights and Measures on House bill 5381: “The silver problem as respects the 
world and ourselves is at present in such a complicated condition that it is impossible 
to make a correct and permanent solution at one stroke. Ultimate free and unlimited 
coinage of silver with proper use of paper representation is certainly desirable and 
ought to be attained.” Record, vol. xxi. part iv. 1st session LI. Congress, p. 3250. 
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tion of the importance and the right of having silver restored to 
equality with gold, but merely as to the nature of the remedy which 
would be found effective and to the method of its application . . . 
Senators forget in their enthusiasm over generalities that we are simply 
engaged in a controversy over the ways and means of accomplishing 
a result which has for many years been recognized as desirable." 

In the House, Mr. Conger, manager of the House bill, said 
in a similar vein : 

These then are the conditions to be met, and therefore the 
objects to be attained by legislation are to restore silver to its old 
place by the side of gold, increase its use, and so appreciate its value, 
increase the volume of our currency, raise prices of farm and other 
products, give relief to all depressed conditions, and finally coax or 
compel some international agreement that will make the desired situa- 
tion stable and permanent, but at the same time do nothing that shall 
imperil values, endanger business, or greatly risk personal or national 
credit and prosperity.” 

Such being the attitude of the opponents of free coinage, the 
discussion from an economic point of view was necessarily weak, 
not only failing to enlighten the people on sound monetary 
principles, but on account of the unrefuted false economic 
assumptions and false historical interpreta..ons, positively mis- 
leading the masses of intelligent citizens who are obliged to rely 
upon others for their data in relation to monetary questions. The 
result of this half-hearted attitude, moreover, was the passage 
of an equivocal bill, placing the country no nearer to a solution 
of the difficulties than before. 

It is important to enquire into the meaning of this anomalous 
treatment of the silver question. What were the causes that de- 
termined the attitude of Congressmen in regard to this important 
issue? On the part of the advocates of free silver, to a great 
extent, the discussion was sincere. Many of them without doubt 
believed that the industrial situation was desperately bad, that 
the demonetization of silver was the cause, and that its remone- 
tization could alone restore prosperity. But this will not account 


* Record, vol. xxi, part vi. p. 6031. 
? Record, vol. xxi. part vi. p. 5652. 
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for all the false economic reasoning, historical misrepresentation, 
and shameless vituperation in which they indulged. On the 
other hand, the attitude of the opponents of free coinage was not 
assumed from lack of ability or knowledge. Many of them are 
counted among the best informed public men of the nation, 
whose writings and speeches, on other occasions, have exhibited 
no lack of information, historical or economic; besides, some of 
them had fought over practically the same ground, in Congress, 
in 1874, when sound principles triumphed. Nor could this atti- 
tude of compromise in debate, and a resort which was made to 
parliamentary manceuvering, to prevent the question of free coin- 
age from being squarely presented to Congress, be accounted 
for, as some have since, in their anxiety to defend themselves 
from criticism, asserted, by a fear that otherwise a free coinage 
law would be enacted at this session, for the President of the 
United States had declared in his annual message’ against free 
coinage, and it was admitted that a free coinage bill could not be 
carried over his veto. In fact there was a clear majority in the 
House against free coinage, as shown by test votes on the ques- 
tion.?, Only one supposition is then possible, that some ulterior 
consideration was acting to determine the treatment which this 


*“T think it clear that if we should make the coinage of silver at the present ratio 
free, we must expect that the difference to the bullion values of ‘the gold and silver 
dollars would be taken account of in commercial transactions, and I fear the same 
result would follow any considerable increase of the present rate of coinage. Such a 
result would be discreditable to our financial management, and disastrous to all busi- 
ness interests. We should not tread the dangerous edge of sucha peril. And indeed 
nothing more harmful could happen to the silver interests. Any safe legislation upon 
this subject must secure the equality of the two coins in their commercial relations.” — 
President HARRISON’s Message delivered to Congress Dec. 3, 1889. Record, vol. xxi. 
part i. p. 87. 


2 June 7, on the motion to recommit House bill 5381 to the Committee on Coin- 
age, Weights and Measures, with instructions to report back a Free Coinage Measure, 
the vote stood,—Yeas 116, Nays 140, a majority of 24 against recommittal. Record, 
vol. xxi. part vi. p. 5814. June 25, in the House, on concurrence in the Senate 
amendments, making a free coinage measure of House bil! 5381, the test vote stood,— 
Yeas 135, Nays 152, a majority of 17 against concurrence. Record, vol. xxi. part vii. 
p. 6503. The condition in the House must have been known early in the session for 
No one is ever convinced by these Congressional discussions. 
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question received from both the friends and enemies of free coin- 
age. The discovery of this motive is easy, when one under- 
stands the American habit of treating economic problems as 
political questions. (a) The necessity for monetary legislation 
at this session, (b) the character of the discussion, and (c) 
the nature of the law enacted, all were determined by political 
considerations. This is a bold statement, and a startling indict- 
ment of the members of the Fifty-first Congress, but it may be 
proved beyond reasonable doubt. 

(a) It is true that the immediate cause of monetary legisla- 
tion at this time, was an irresistiblé public sentiment, engendered 
throughout the West and South by the depressed condition of 
industries. But it has already been shown that this depression 
was temporary and local. It was one of the frequent disturb- 
ances which come of necessity to rapidly growing countries. It 
had very slight, if any, connection with our monetary circum- 
stances. Why then did the people, at the first sign of declining 
prosperity, without questioning the cause of the decline, raise 
an almost universal cry for monetary legislation. This is the 
key to the situation. The people, gaining their first idea of the 
benefits of monetary legislation from the seeming prosperity of 
the period of currency inflation, were prone to regard such leg- 
islation as an unlimited power, and a source of relief from 
depressed conditions. The people being thus disposed, the politi- 
cians, to gain prestige, encouraged them in their folly, taught 
them that all the evils following the crisis of 1873 were due to 
the demonetization of silver, and that its restricted use was at 
the root of each successive depression, and that the extended 
issue of that metal is a ready cure-all for all industrial ills. The 
pupils soon got beyond the control of the master. The public 
learned to vociferously demand legislation at the first sign of 
distress, and the politicians found themselves obliged to comply 
with the demands, to save the whole monetary system from 
destruction. This is not mere hypothetical supposition ; it haslong 
been recognized as a fact by thinking people, and congressmen 
themselves, when in a candid mood, admit it. Mr. Walker, of 


. 
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Massachusetts, a member of the Conference Committee, gave it 
as his reason for assisting in the enactment of the law of 1890. 
In a speech delivered in the House, June 6, 1890, he said: 

I am going to vote for this bill. Why? because I know, that from 
1878 down to the present time, the members of this House, for the 
purpose of getting back here, have indulyed, coddled and miseducated 
and encouraged the people in their follies. That is the point, and 
therefore we have gotten into their minds such false ideas that some- 
thing must be done, or they will break our monetary system entirely up.' 

(b) Monetary legislation then being necessary, the discus- 
sion was also circumscribed by political legislation. This was a 
question on which party lines were not drawn. Sections of each 
party favored the issue of more money. The sentiment in the 
West and South in favor of silver had been strong enough to 
force into the platform of the dominant party a pledge to uphold 
the concurrent use of gold and silver as money. The National 
Republican Convention, which met at Chicago in 1888, declared: 
“The Republican party is in favor of both gold and silver, and 
condemns the policy of the Democratic administration in its 
endeavor to demonetize silver.” This made the silver question 
a political issue, and the opponents of free coinage and inflation 
dared not offend their party brethren in the West and South by 
any opposition to the idea of the bimetallic policy or currency 
expansion. In fact they were bound in the discussion to advo- 
cate these ideas, said Mr. Conger, a leader of the opposition in 
the House : 

And here I may add that the whole contention of those opposed 
to free coinage in this session of Congress has been to have assurance 
that silver and gold shall both be used, and kept at a parity, and that 
there is and has been no opposition by them to an expansion of the 
currency.’ 

Senator Sherman, a man who has stood for years as the typi- 
cal advocate of sound money, introduced and advocated Section 
6 of the Sherman law in order to add immediately to the circu- 


* Record, vol. xxi. part vi. p. 5707. 


* Record, vol. xxi. part viii. p. 7190. 
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lation. The report of the Committee on Coinage, Weights and 
Measures on House bill 5381 contained the following passage : 

The outlawry of silver by Germany, the acts of France and the 
other governments of the Latin Union, the results of our own 
legislation, the gradual retirement of the national bank circulation, 
our rapidly increasing population, the unparalleled growth of trade and 
commerce, the important industry of silver production, the depressed 
condition of agriculture, all demand some immediate and judicious 
legislation. The requirement is imperative. No people can prosper 
without a liberal supply of money, and that nation prospers most 
which has the /arges¢ circulation of the best.’” 

This, in a great measure, accounts for the character and weak- 
ness of the silver debate. On account of political necessity, 
bimetallism was advocated, alike by the friends and enemies of 
free coinage, as the ideal monetary system, and the issue of more 
money urged as a prime necessity. Thus the reasoning for 
bimetallism and inflation being practically admitted, the position 
of the opponents of free coinage was rendered ludicrously weak. 
The backbone of the opposition was broken. 

(c) Political considerations determined the character of the de- 
bate; party consideration determined the nature of the law actually 
passed. A single political party was dominant in the legislative 
and executive branches of the government. Action on the silver 
question was necessary, and for the action taken this party alone 
wouid be held entirely responsible. To insure its political suc- 
cess, the dominant party was obliged to legislate in a way to 
please its members in all sections of the country. Should it 
enact a free coinage law, it would lose the support of the East. 
If it allowed the passage of the bill demonetizing silver or further 
restricting its issue, the West and South would not support it. 
Under these circumstances, to avoid defeat, the dominant party 
found itself obliged to force through Congress an equivocal law, 
one which might be advocated either on account of its gold or 
its silver tendencies, a law which should yield to the West a 
greater issue of money, and satisfy the East by the continuance 


* Record, vol. xxi. part iv. p. 3250. 
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of thegoldstandard. The party was obliged to make a successful 
struggle to convince everyone that, in vulgar phraseology, it was 
the “friend of the people.” It was of the highest importance 
to the party in carrying out this design to prevent the direct con- 
sideration of the free coinage question, as in that case the party 
would be obliged to take an unequivocal position, and it was the 
political duty of the leaders to make the discussion as partisan 
as possible, in order that, should the direct issue be forced, the 
party followers in Congress would support the party bill. The 
issue was rendered still more partisan by the political party in 
the minority. They saw the advantage of forcing the majority 
to a direct consideration of free coinage, for whatever was done 
they had politically nothing to lose and everything to gain, as 
the responsibility for all acts rested with the dominant party. 
Thus was an economic question made to appear a radically par- 
tisan issue on which Congressmen would sacrifice principle down to 
the last iota, to insure party success. This is the key to the Sher- 
man act. The inside history of the debate, including the origin 
and character of the bills discussed, substantiates this assertion. 

The original bills (S. 2350) and (H. R. 5381) were prepared 
by a Republican Secretary of the Treasury at the request of a 
Republican Senate Committee.*? The plan proposed by the Sec- 
retary being, however, too conservative, substitutes were offered 
for both bills. The substitute in the Senate was reported from 
the Committee in the regular way and received regular consider- 
ation, but in the House the Committee first presented the Win- 
dom plan, with amendments, and a report from the majority show- 
ing the character of the bill. The following extracts from this 
report reveal the efforts of the dominant party to prepare a 


*“T have been talking of the bill as a patriot, I want to use just a few moments now 
in talking of the bill as a patriot and a Republican . . . My friend from Illinois 
suggests that they are synonymous terms. I heartily agree with him in that. I do so 
because this is a Republican measure, and I am here, gentlemen, to say that every 
important measure that has been successful in this country,with one solitary exception, 
has every one of them been a Republican measure.” Mr. CONGER, Leader in the 
House. Record, vol. xxi. part viii. p. 7191. 


? Record, vol. xxi. part i. p. 897 and 708. 
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measure which should unite all the opposing elements of the 


party: 
It is a step and a long step in the direction of free coinage at a 
fixed and international ratio. . . . Under the provisions of this 


act silver would unquestionably appreciate in value, and the probabil- 
ity is that it would rapidly approach a parity with gold, at the ratio 
long ago fixed by the law, namely, 16 to 1. If this should happen, 
then our mints can be safely opened to free coinage, provided by the 
bill. . . . It will give present and substantial help to all our peo- 
ple, and Congress will be always ready to support it with any future 
requirement. . . . It certainly should satisfy the silver miners and 
bullion owners, because it takes their entire product at the highest 
market price. Itshould be welcomed by those who believe in expanded 
money volume, because it will add $50,000,000, or more, to our circu- 
lation annually. It ought to receive the hearty endorsement of the 
great body of agriculturists, for an increased volume of money always 
raises prices, and so must add materially to the value of all farms and 
farm products. It should receive the cordial approbation of the mil- 
lions who toil, because their wages for the same reason must surely 
appreciate under it. . . . It should be gratefully received by the 
manufacturer and tradesman, because business must receive fresh 
impetus from it; and bankers and timid capitalists ought to be content, 
because it furnishes an honest, stable and reliable financial medium." 


Not satisfied with the report of the committee, the Republican 
party met in caucus and prepared a substitute,? which, being pre- 
sented by Mr. Conger as from the committee, became the House 
bill. This was a Republican party compromise, and at the open- 
ing of the debate, June 5, it became evident that the caucus had 
also prepared a plan by which it was to be manceuvered ‘through 


* Record, vol. xxi. part iv. p. 3250. . 

?“Tet this much be said for it, that it is of exclusively Republican paternity. The 
Committee on Coinage, Weights and Measures have had no opportunity to consider it, 
and members on this side of the House have had no opportunity to see it."—Mr. WIL- 
SON, of IIl., Record, vol. xxi. part vi. p. 5664. 

“The bill first introduced is understood to have emanated from the Treasury 
Department, and is usually called the “Windom plan ;" while the bill proposed by the 
committee, and which is understood to be the Republican Caucus Measure, is offered by 
the committee to be substituted by the other.”—Senator JonEs, of Arkansas, Record, vol. 
xxi, part v. p. 4606. 
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the House, if possible, without the chance of a direct vote on free 
coinage. That day the Committee on Rules reported the fol- 
lowing: 

Resolved, That upon the passage of this resolution the House 
proceed to consider bill 5381, and said consideration shall continue 
until Saturday, June 7, when the previous question shall be considered 
as ordered at 3 o’clock p. Mm. on bill and pending amendments.’ 

The adoption of this resolution was fiercely opposed by the 
Democrats. Said Mr. Bland (Dem.): 


I am informed that this order prevents not only the offering of 
an amendment like the proposition for free coinage, but any amend- 
ment that may be required to perfect the bill, unless it comes from the 
chairman of the Committee on Coinage, Weights and Measures.” 


Mr. Springer (Dem.) denounced the resolution as follows : 


This resolution is so framed as to prevent this side of the House, 
as well as the minority of the other side of the House—for, gentlemen, 
you will have to take the ‘gag’ lawyourselves . . . —it is so framed 
that no amendment is to be allowed, in which the friends of the free 
coinage of silver can present their views for a fair vote of the House.’ 

The resolution was passed by a party vote—yeas 120, all 
Republicans except Mr. Blount, who voted in the affirmative in 
order to move a reconsideration ; nays 117, 107 Democrats, 10 
Republicans. 

That the charge made by the Democrats was true, is shown 
by the opening of the debate which followed the adoption of the 
resolution. As soon as the bill, reported previously from the 
Committee on Coinage, Weights and Measures, was read, Mr. 
Conger, chairman of the committee, offered a substitute. The 
substitute was read. Then followed this colloquy :5 


* Record, vol. xxi. part vi. p. 5645. 

® Record, vol. xxi. part vi. p. 5646. 

3 Record, vol. xxi. part vi. p. 5647. 

4 The bolting Republicans were from the ultra free coinage districts. They were: 
Anderson, Kan.; Bartine, Nev.; Connell, Neb.; De Haven, Cal.; Featherston, Ark.; 
Hermann, Ore.; Morrow, Cal.; Townsend, Col., and Vandever, Cal.—Record, vol. xxi. 
part vi. p. 5648. 

5 Record, vol. xxi. part vi. pp. 5652-3. 
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Mr. McComas (Rep.) Mr. Speaker, I desire to offer an amendment 
to the substitute. 

Mr. Bland (Dem.) I wish to offer an amendment. 

The Speaker. The gentleman from Maryland [Mr. McComas] is 
recognized to offer an amendment, which will be read. : 

Mr. Zay/or of Illinois (Rep.) I offer an amendment to the original bill. 

Mr. Bland. I offer an amendment to the amendment. 

The Speaker. The gentleman from Illinois is recognized to offer 
an amendment. 

Mr. Bland. | offer an amendment to the amendment. 

The Speaker. The clerk will read the amendment proposed by the 
gentleman from Illinois. 

Mr. Bland. Mr. Speaker, I desire to offer an amendment. 

Mr. O'Donnell (Rep.) Mr. Speaker, I desire to offer a further 
amendment to the original bill. 

The Speaker. The amendment of the gentleman from Michigan 
[Mr. O’Donnell] will be read. 

Mr. Conger (Rep.) was secegniced. 

Mr. Bland. | desire to offer a substitute for the two amendments. 

The Speaker. It will not be in order. 

Mr. Conger. Mr. Speaker, —— 

Mr. Bland. Mr. Speaker, when will it be in order 

The Speaker. The gentleman from Iowa [Mr. Conger] is rec- 
ognized. 

Mr. Bland. I rise to a question of order. There have been two 
amendments offered to the original bill. I now desire to offer a sub- 
stitute for the two. That certainly is in order. 

The SPeaker. The gentleman from Iowa is recognized. 

Mr. McCreary (Dem.) I rise to a parliamentary inquiry. 

Mr. Bland. I want to know if it is not in order under parlia- 
mentary proceedings to offer a substitute at this time ? 

The Speaker. The gentleman from Missouri is not in order. The 
gentleman from Iowa in charge of the bill has been recognized. 

Mr. Bland. | arose to a parliamentary inquiry; I certainly have a 
right to an answer to my parliamentary inquiry. 

The Speaker. The Chair will examine that question when the 
amendment is offered. 

Mr. Bland. Then will the Chair recognize me to offer a substitute ? 

The Speaker. That is another matter altogether. 
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Mr. McCreary (Dem.) If there is any thing in the rules of the 
House forbidding this [the offering of the substitute] I do not know it. 

The Speaker. The gentleman from Iowa will proceed. 

Mr. McCreary. Was the Speaker making this ruling on the reso- 
lution adopted this morning ? 

The Speaker. Precisely. 

Mr. McCreary (Dem.) Which as construed excludes us from 
offering amendments. 

The Speaker. If the gentleman from Kentucky [Mr. McCreary] 
understands that why does he ask the Chair for information ?* 

If any further evidence were needed to show the political 
nature of this bill and the partisan manner in which it was forced 
through the House, it is found in the speech of Mr. Walker of 
Massachusetts, a member of the dominant party. Mr. Walker 
said: 

It is pure politics, gentlemen, that is all there is about it. We 
Republicans want to come back and we do not want you (to the Dem- 
ocratic side) to come back here in the majority, because, on the whole, 
you must excuse us for thinking we are better fellows than you are. 
That is human nature; that is all there is in this silver bill—pure politics. 
‘ Being a Republican, and voting politically, I am for the 
bill.” 

After a partisan debate the amendments were passed and the 
substitute, as amended, was adopted, engrossed and read for the 
third time. Then the Speaker was obliged to allow Mr. Bland to 
offer a resolution to recommit, with instructions to the committee 
to report a free coinage substitute. This motion was rejected by 

*Mr. Bland protested against these proceedings in the following words: “Fair 
play has not been had in this matter. I found that when I undertook to get recognition 
yesterday when the gentleman offered his substitute, the Speaker turned his back to me 
and his face to the other side and recognized a gentleman on that side to offer an 
amendment. I undertook to offer an amendment to the amendment to the original 
bill, and again the Speaker turned around and recognized a gentleman on the other 
side. I undertook again to offer the amendment, and the Speaker again turned his face 
from me and recognized a member on his own side. He recognized gentlemen on that 
side to ofier all the amendments that the Speaker now holds can be offered to this bill, 
and I want the House and the country to understand the gag law that has been forced 
upon the minority on this side of the House, upon this subject.”—Record, vol. xxi. part 
vi. p. 5716. 

? Record, vol. xxi. part vi. p. §707. 
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a vote of 116 to 140." The billwas then passed by a vote of 135 
to 119? and sent to the Senate. When the bill returned from the 
Senate, it was with amendments making it a free coinage measure. 
In these amendments the House was asked to concur. In spite 
of the efforts of the dominant party the direct issue had come, 
but it was equal to the occasion. A partisan strife was stirred 
up over the rules governing the bill, as amended, in the House.3 
Three days were spent over this discussion, and only two or three 
amendments. Then the motion to concur was defeated by a vote 
of 135 to 152,4 and a conference requested on the disagreeing 
votes of the two houses. 

The request for a conference being granted and conferees ap- 
pointed, the dominant party was at last relieved from the dread 
of a direct issue. But it remained for the conference committee 
to construct a bill so equivocal, that it might be claimed as favor- 
able to both the friends and the enemies of free coinage. The 
committee consisted of four Republicans and two Democrats. 
According to statements of both Mr. Walker,5 a member of the 
committee from the Republican party, and Mr. Bland,° a member 


of the committee from the Democratic party, the Democrats 
of the committee were dismissed by the majority of the commit- 
tee, and the Republicans framed a measure which should satisfy 
all wings of the Republican party. How well they succeeded the 
following extracts from speeches on the conference report shows. 
Mr. Dolph,’ an opponent of free coinage said: 


* Yeas 116; 102 Democrats, 14 Republicans — nays 140; 127 Republican, 13 Dem- 
ocrats.—Record, vol. xxi. part vi. p. 5815. 

? Yeas, 135 Republicans, no Democrats — nays 119; 113 Democrats, 6 Repub- 
licans.—Record, vol. xxi. part vi. p. 5815. 

3 Those who remember the debate in the early part of this session over Speaker 
Reed’s code of rules, will appreciate the partisan feeling stirred up by this three days, 
discussion. 

4 Yeas 135; 112 Democrats, 23 Republicans — nays 152; 130 Republicans, 22 
Democrats.—Record, vol. xxi. part vii. p. 6503. 

5 Worcester Sunday Telegram, July 2, 1893 (reprint of a letter from Congressman 
Walker, of Massachusetts, to the New York 7ribune). 

® Record, vol. xxi. part vii. Ist session LI. Congress, p. 7193. 

7 Record, vol. xxi. part viii. p. 7106. 
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I intend to vote for this measure. I vote for it because I consider it 
as different from free coinage as night is from day. . . This bill 
distinctly announces the fact that it is the intention of Congress, by 
this bill, to maintain the present standard —the gold standard. 


Congressmen who .favored free coinage were equally well 
pleased with the report. Mr. Perkins in his speech remarked: 


As a representative of a Western constituency that believes in the 
free and unlimited coinage of silver, I give this measure my hearty sup- 
port; it is because that I believe practically it brings to the people of 
the United States all that free coinage would bring.’ . 

The following is from the speech of Mr. Townsend of Colo- 
rado: 

I am in favor of everything that goes in the direction of free 
coinage, and if those on the other side who profess to be for free coin- 
age are in favor of going in that direction, it seems that the logical 
and only consistent course for them to pursue, is to vote for the con- 
ference report.” 

The report created partisan discussion in each house, and was 
passed by strictly party votes. In the Senate the vote on the 
concurrence stood: yeas, 39, all Republicans; nays, 26, all 
Democrats. In the House the final vote was: yeas, 122, all 
Republicans; nays, 90, all Democrats.*_ The passage of the bill 
was a party success, but a financial enormity. Aside from 


* Record, vol. xxi. part viii. p. 7223. 


2In the Senate. YEAS: Aldrich, Allen, Allison, Blair, Casey, Cullom, Davis, 
Dawes, Dixon, Dolph, Edmunds, Evarts, Farwell, Frye, Hawley, Higgins, Hiscock, 
Hoar, Ingalls, Jones, of Nev., McMillan, Manderson, Mitchell, Moody, Pettigrew, 
Pierce, Platt, Plumb, Power, Quay, Sanders, Sawyer, Sherman, Spooner, Squire, 
Stewart, Stockbridge, Washburn, Wolcott. Nays: Barbour, Bate, Blackburn, Call, 
Carlisle, Cockrell, Coke, Colquitt, Daniel, Faulkner, Gibson, Gorman, Hampton, Harris, 
Jones, of Ark., Kenna, McPherson, Pasco, Pugh, Ransom, Reagan, Turpie, Vance, 
Vest, Vorhees, Walthall. Record, vol. xxi. part viii. p. 7109. 

In the House. YEAS: Adams, Allen, of Mich., Anderson, of Kansas, Atkinson, 
of Pa., Atkinson, of W. Va., Baker, Banks, Bartine, Bayne, Beckwith, Belknap, Bergen, 
Bliss, Bowden, Brewer, Brossius, Brower, Buchanan, of N. J., Burton, Caldwell, Cannon, 
Carter, Caswell, Cheadler, Cogswell, Coleman, Comstock, Conger, Connell, Cooper, 
of Ohio, Cutcheon, Dalzell, Darlington, Dingley, Dolliver, Dorsey, Dunnell, Farquhar, 
Featherston, Finley, Flick, Flood, Frank, Funston, Gear, Gest, Gifford, Grosvenor, 
Haugen, Henderson, of Ill., Henderson of Ia., Hermann, Hill, Hist, Hopkins, Houk, 
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political considerations it was as. Mr. Walker said, “the most 
stupendous financial folly sane men ever engaged in.’ 

In the preceding consideration of the silver debate of 1890, 
its external history has been reviewed, the arguments have been 
analyzed and classified, and the political character of the trans- 
action disclosed. From this study it must be concluded that, 
economically considered, the debate shows a deplorable weak- 
ness, and points to a need among our public officials, as well as 
among the people, for greater attention to economic studies. 
Considered socially, it emphasizes this fact, that so long as 
economic problems are treated by the American people, as the 
legitimate prey of political parties, no consistent financial policy, 
or relief from present financial and economic governmental errors 


‘is to be expected. Rosert F. Hoxie. 
UNIVERSITY OF CHICAGO. 


Kelly, Kennedy, Ketchem, Kinsey, Lacey, LaFollette, Laidlaw, Laws, Lehlbach, 
McComas, McCord, McCormick, McDuffie, McKenna, Moffitt, Morey, Morrill, Morrow, 
Morse, Mudd, Niedringhaus, O'Neill, of Pa., Osborne, Owen, of Ind., Payne, Payson, 
Perkins, Peters, Pickler, Post, Quackenbush, Raines, Ray, Reed, of Ia., Reyburn, Rife, 
Rockwell, Rowell, Russell, Scull, Simonds, Smith, of Ill., Smith, of W. Va., Snider, 
Spooner, Stephenson, Stewart, of Vt., Stivers, Stockbridge, Sweney, Taylor, E. B., 
Taylor, of Ill., Taylor, J. D., Thomas, Thompson, Townsend, of Colo., Townsend, of 
Pa., Vanderer, Van Schaick, Walker, of Mass., Wallace, of N. Y., Williams, of Ohio, 
Wilson, of Ky., Wilson, of Wash., Wright, Yardley. : 


Nays: Abbott, Allen, of Miss., Anderson, of Miss., Bankhead, Barwig, Bland, 
Blount, Boatner, Breckenridge, of Ark., Breckenridge, of Ky., Bridner, Brookshire, 
Brunner, Buchanan, of Va., Bulloch, Bynum, Candler, of Ga., Carlton, Catchings, 
Chipman, Clancy, Clunie, Cooper, of Ind., Cothran, Crain, Crisp, Culberson, of Tex., 
Davidson, Dibble, Dockery, Dunphy, Elliott, Ellis, Enloe, Forman, Forney, Goodnight, 
Hayes, Heard, Hemphill, Henderson, of N. C., Holman, Hooker, Kerr, of Pa., Lan- 
ham, Lawler, Lester, of Va., Lewis, Maish, Martin, of Ind., Martin, of Tex., McAdoo, 
McClamnay, McClellan, McCreary, McMillin, McRae, Mutchler, Norton, Oates, 
O'’Neall, of Ind., O’Neil, of Mass., Owens, of Ohio, Parrett, Paynter, Peel, Penington, 
Pierce, Price, Quinn, Reilly, Robertson, Rogers, Rusk, Sayers, Shirley, Stewart, of 
Tex., Stockdale, Stone, of Ky., Stone, of Mo., Tillman, Tracey, Venable, Wheeler, of 
Ala., Whitthorne, Wike, Willcox, Williams, of Ill., Wilson, of W. Va., Yoder. Record, 
vol, xxi. part viii. p. 7226. 


‘Worcester Sunday Telegram, July 2, 1893 (letter from Congressman Walker, of 
Mass., to the New York 7ribune). 
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NOTES. 


Proressor EmiLe LEvASSEUR is now in the United States, com- 
missioned by the French Academy of Sciences to study and report 
upon our manufacturing conditions, and the status of the operatives. 
A report by so distingushed an economist will be as much sought for 
in this country as abroad. 


Mr. EpwarD CANNAN has completed a work on the History of 
Theories of Production and Distribution. It offers historical studies 
of different topics in the theory instead of a history of different 
writers, 


THE seriousness of the crisis in Australia may be understood by 
noting that the deposits in 14 banks which have suspended payments 
amounted to $410,000,000, with reserves of only $24,927,500. 


In view of the constant reference to the relation between prices 
and the quantity of money, in the discussions on gold and silver in 
recent years, it is a little surprising that the principal commercial 
states have not made the official collection of prices a matter of gov- 
ernmental care. ‘There is the less surprise, of course, when it is 
remembered that statistics is a comparatively new study ; and that the 
reasons for the collection of data and their ordering, become clear 
only after an insight into economic relations. The demand for tables 
of prices has arisen from the theory of a direct relation between prices 
and the quantity of money. The study of monetary theory, preceding 
a full knowledge of facts, demands the verification, or disproof, which 
can only be obtained by examination of carefully collected data. In 
Germany, the best tables of prices known to students of money, those 
of Dr. Soetbeer, taken from Hamburg returns, have been prepared by 
private enterprise. In England, the old system of the London Zcon- 
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omist, which has been admitted to be unsatisfactory, and those of Mr. 
Sauerbeck, which confirm the movement of the Hamburg prices, are 
also the result of private initiative. In this country, an old table of 
prices first published during the war in the Finance Reports, and since 
resurrected, is untrustworthy. Consequently, in all monetary discus- 
sions, reference must be had only to the English or German tables of 
prices. 

Is it not high time that Congress should be memorialized for an 
annual appropriation to secure a careful and methodical record of 
American prices and their publication by the government ? Inasmuch 
as this country presents widely different sections in which prices may 
differ, the prices of all the articles in a list should be quoted at various 
markets, like New York, Chicago, New Orleans, Denver, and San Fran- 
cisco. Both retail and wholesale prices might be given, in spite of 
difficulties in gathering retail prices. The list should include a classi- 
fied number of at least a hundred commodities, and be published 
monthly. Without attempting to decide upon the proper form of 
index number, the material could be published in full, in condition 
to be worked over into any of the proposed plans. By presentation 
of highest and lowest prices, the average of all sales, and some attempt 
at quantity sold, the material, if collected on the same plan year by 
year, would in a few years prove invaluable in the study of many of our 
economic problems. It is to be hoped that at its meeting in Chicago 
this month the /nternational Institute of Statistics may give some atten- 
tion to this suggestion. The proposition is one, moreover, which 
would be supported by both parties to the silver controversy. 


A GREAT financial disturbance is invariably the means of instruc- 
tion, if we will but take it. Although the matter is understood by 
economists, the general public have been ignorant of the fact that the 
largest part of the process of exchanging goods is not performed by 
silver dollars, silver certificates, silver treasury notes of 1890, gold coin, 
gold certificates, United States notes, national bank notes—the constit- 
uents of our heterogeneous circulation—but by the cheque and deposit 
system of our banking institutions, as shown in quantitative form by the 
clearing house returns. An ocular proof of this has been given, so 
that “ he who runs may read.” The absolute break-down of our currency 
system in the process of liquidation forced to the front this powerful 
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medium of exchange. Goods, represented by discounts or collateral, 
became the basis of the issue of clearing-house certificates to an 
extent greater even than in the panic of 1873, and these certificates 
were satisfactory means of payment. But, when “currency” became 
practically unattainable—that is, when ordinary, familiar forms of 
money disappeared—this credit-currency provided by the banks served 
largely as the means of carrying on the exchanges. Without this 
system, business must have come to a standstill, and blank desper- 
ation faced every dealer and merchant. The most casual observer, 
therefore, must have seen this, and noticed the service which banking 
methods have rendered to the community. It may have removed 
some of the ignorant misunderstanding as to the functions of 
banks. 


THE condition of the principal banks of issue is given in the 
Bulletin de Statistique et de Legislation Comparée, for July, 1893, from 
which we take the following figures of the metallic reserves (in mill- 
ions of francs) : 


Imperial Bank of 


Bank of Austria-Hungary x 217.3 985.3 

National Bank of 1.6 512 
National Bank of Denmark 113.5 72 
363.1 197.9 165.2 902.5 40 


Bank of Norway.........-.--.... 
Bank of the Netherlands __-___-____- 249.7 71.3 178.7 412.0 59 
44.8 12.5 32.3 280.6 1S 
Bank of Roumania_-__..._..__- ...- 66.1 64.7 1.4 138.3 48 
Great Britain: Bank of England..-| 752.9 | 664.1 113 
Bank of 149.9 52 
Imperial Bank of Russia_-_-_-.-.-.-..- 1,523.0 | 1,506.1 16.9 | 3,882.7 39 
12.8 8.6 4.2 26.4 49 
Sweden: Royal Bank-.........-.. 28.6 23.3 5-3 60.5 49 
Private Banks---....-... 22.8 10.7 12.1 79.6 29 


Swiss Banks of 


F 
s 
€ 
i 
I 
i 
‘ 
Percentage 
Metallic |Composition of ReservelCirculative| 
Gold. Silver. Circulation 
Bank of France.__.........------| 2,997.2 | 1,716.7 | 1,280.5 | 3,450.7 87 
National Bank of 113.7 2 
Italy: National Bank............] 247.2 211.1 36.1 636.7 39 
Other Banks of Issue__....-}| 214.9 188.0 26.9 592.9 37 
4 89.0 | 69.3 19.7 163.2 55 
4 
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THE present financial stringency is disclosing the shortcomings in 
the various kinds of money making up our heterogeneous circulation. 
The prime quality of “elasticity,” which is sure to be tested in times 
when distrust makes exchanges difficult, is shown to belong to but a 
part of our circulation; and the premium upon “currency” and its 
scarcity prove how serious are the dangers arising from hap-hazard 
legislation on money, in which historical teaching is wholly neglected 
either from ignorance or bad politics. The creation of inferior media 
of exchange, fixed in amount, or limited to our own boundaries, makes 
it impossible to get relief in times of scarcity by recourse to other 
countries. The volume of silver and silver certificates is issued 
mechanically, unconnected with the demands and supply for currency ; 
United States notes (“greenbacks”) are by law fixed at $346,000,000, 
and have been so for decades; the national banking system has been 
so treated that its issues have been diminishing ; while gold is the 
only money we have which can automatically adapt .its supply to 
the “needs of trade.” That is the meaning of the importation of 
gold in the past few weeks. That country whose goods are in demand 
in other countries can obtain gold to the extent needed by its 
exchanges. But the very part of our currency which would normally 
have been “elastic” has been checked in its natural movements by 
legislation which produced the fair certainty of a coming silver 
standard, and so caused hoarding and exportation of gold. Conse- 
quently the great suffering and distress produced by a “scarcity of 
currency” in the United States is the natural and inevitable punish- 
ment for unwise legislation and the adoption of media which have no 
elasticity. It is a perilous situation. 


THE issues of the national banks, under the free banking provis- 
ions, may be said to be theoretically elastic; and their treatment 
during the existing crisis is worth attention. Under present condi- 


tions these issues can be indefinitely extended, but practically only at — 


a loss ; or, also, because of the scarcity of the security on which they 
can be issued (U.S. bonds). During the worst part of the stringency, 
it was noticeable that, under the necessity of turning securities into 
cash, United States bonds fell in price, and that savings banks holding 
such bonds aimed to relieve their distress by passing the bonds to the 
national banks to be used for additional note issues. This spasmodic 
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attempt to follow a natural impulse was choked off by the constrict- 
ing operation of our banking acts, and no very considerable relief 
was obtained by this process. A change in the market rate of 
interest, or a fall in the price of our bonds, or a change in the percent- 
age of notes, which can be issued on bonds, or any action resulting in 
the possibility of issuing notes at a profit, is necessary before these 
issues are likely to be increased. The national bank issues, therefore, 
are, in practice, inelastic. 


THE action of Austria-Hungary and the Indian government has 
no doubt been influenced by the steadily increasing production of 
gold, as well as by the increasing yield of silver. From 1493 to 1850, 
the total gold production was $3,314,553,000. Since 1850, the 
product of gold has been not only exceptional, but phenomenally 
steady. Of late the product has shown a steady increase. In the 
years 1851-1892 (inclusive) the total gold production has been $5,203,- 
226,000 ; that is, the product of the 357 years before 1850 has been 
surpassed in about 40 years by more than one-half. The product of 
1851-1892 is 157 per centum of that of 1493-1850. When it is 
recalled that, unlike grain or cattle, gold is imperishable, and the 
whole past production yet remains in existence—barring slight losses 
by abrasion, shipwreck, etc.—the situation is not discouraging even to 
the believer in the quantity theory. With more than $5,000,000,000 
of gold in sight in the principal banks of Europe, there is no fear of 
a gold famine, especially as the production of gold shows a steady 
increase. We give below, from the Director of the Mint, the figures 
for the production of gold and silver since 1873 : 


YEAR, GOLD. SILVER. YEAR, GOLD. SILVER. 


1873 96,200,000 82,120,000 1883 95,400,000 98,986,000 


1874 90,750,000 70,67 3,000 1884 101,700,000 90,817,000 
1875 97,500,000 77,578,000 1885 108,400,000 97,564,000 
1876 103,700,000 78,322,000 1886 106,000,000 92,772,000 
1877 114,000,000 75,240,000 1887 105,775,000 94,031,000 
1878 119,000,000 84,644,000 1888 110,197,000 102,283,000 


1879 109,000,000 83,383,000 1889 123,489,000 117,268,000 
1880 106,500,000 85,636,000 1890 120,465,000 141,100,000 
1881 103,000,000 89,777,000 1891 126,159,000 142,266,000 
1882 102,000,000 98,230,000 1892 130,816,000 133,054,000 
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INDIAN MONETARY HISTORY.’ 


THE earliest monetary system of India consisted of silver and cop- 
per, silver being the standard. The unit was the ra## (1.75 grains 
troy). The first rupee (rupyam) of 100 ratis (176 grains) appeared 
in 1542. Among the varying local rupees, an English one came in 
1677, weighing 167.8 grains. With the English occupation in 1758, 
the English rupee entered largely into the circulation. Previous to 
1835, the principal kinds of rupees were: the rupee sicca* of Bengal, 
the rupee surat of Bombay, and the rupee arcot of Madras. Accounts 
were, however, generally reckoned in “rupees current”, valued at 2 
shillings (100 rupees sicca equaling 116 rupees current). 

In 1835 a silver rupee of uniform weight was adopted for the whole 
of English India, in order to correct the evils resulting from coins of 
differing weights and values. The rupee of Madras, of 1818, was 
adopted as the uniform coin, weighing 180 grains standard and 165 
grains fine silver, the standard coin being }4 fine. A law of 1870 
further systematized the coinage. Smaller coins of one-half a rupee, 
one-quarter (4 annas), and one-eighth (2 annas) were coined in 
silver of the same alloy and of proportional weights. The copper 
coins based on the doudle-pice (half anna) weighing 200 grains, were 
the pice (Y% anna), the demi-pice (Y% anna), and the pie (7 anna). The 
silver quarters and eighths and the copper coins were legal tender 
only for fractions of a rupee. Until June 26, 1893, the Indian mints 
were open to the free coinage of silver. The owner of silver obtained 
from the mint a receipt which entitled him to a certificate from the 
comptroller for the net amount in coin of the silver deposited, and 
payment was made by the treasury. The total coinage of silver for 
india from 1835 to 1891 is 3,302,500,837 rupees, of which there is in 
circulation, according to Mr. Harrison, only 1,150,000,000 rupees. 
The copper coins, more largely than silver, constitute the medium of 
exchange among the agricultural classes. Taking into account all 
kinds of coin, the circulation is 534 rupees per capita for the 220,000,- 
coo of inhabitants. 

The mohur was a gold coin, in alloy and weight about the same as 


*See Bulletin de Statistique et de Legislation Comparee, July, 1893, and MR. ROBERT 
CHALMERS’s History of Currency in the British Colonies (1893). 

2 The word sicca is derived from the Arabic sikka, whence comes the words secchino, 
or sequin. . 


594 JOURNAL OF POLITICAL ECONOMY.’ 


the various silvér rupees. In Madras a gold coin, the pagoda, of 
42.048 grains fine, was long in use, but it was suppressed in 1818, and 
succeeded by the gold mohur. Under the India Company since 1758 
attempts were made to establish gold as the standard. At times various 
ratios from 13:1 to 16:1 were tried, but unsuccessfully. Gold circulated 
largely at relations determined by private parties to the exchange. In 
short, gold was mainly used as a matter of convenience, and not as a 
legal payment, silver being the established standard. Finally the law 
of 1835 took away from gold the legal tender power it may have had 
in any of the districts of British India. In 1835 the single silver 
standard was definitively established. 

Abortive attempts to introduce gold, however, were made subse- 
quently to 1835. January 13, 1841, a proclamation authorized the 
treasuries to receive gold at a relation to silver of 15:1; but in 1847 
no gold was in circulation. After the discoveries of gold in California 
and Australia, when the value of gold fell below 1:15, speculators saw 
a profit in shipping gold to India, where the ratio was that permitted 
in 1841. By the close of 1852, about 50 /akhs of gold had accumu- 
lated in the Indian treasuries. Fearing the depreciation of gold, the 
Indian government, December 22, 1852, forbade the receipt of gold 
for dues to the treasuries after January 1, 1853. Gold could be 
coined, but the mint certificates were payable only in gold coin. Later, 
a preference for gold became general, and December 23, 1864, the 
Indian government authorized the treasuries to receive English sover- 
eigns and half-sovereigns at the equivalent of 10 and 5 rupees respect- 
ively, and to pay them out at the same rate to creditors of the govern- 
ment who were willing to receive them. At the same time the reserve 
for government notes to the amount of one-quarter of the total issues 
could be of gold. 

The desire for a gold circulation led to the appointment of the 
Mansfield commission, which reported, October 4, 1866, on the mone- 
tary System of India, recommending the use of gold as legal tender, 
and making the gold mohur equal .to 15 silver rupees. Thereupon 
the government announced, October 28, 1868, that the English sov- 
ereign should be received at the treasuries as the equivalent of 10 
rupees 4annas. The change in the relations of gold to silver, follow- 
ing 1873, prevented these measures from being successfully carried 
out. But July 15, 1876, the Chamber of Commerce of Bengal urged 
the adoption of the gold standard. In recent years various plans have 
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been proposed looking to the introduction of gold concurrently with 
silver, and the general policy of the government has been away from 
silver monometallism to bimetallism, at a ratio to be fixed by interna- 
tional agreement. 

From 1835-36 to 1891-92, the net importation of gold into India 
has been 1,513,029,920 rupees, and the total coinage only 24,206,440 
rupees. 

Since March 1, 1862, there was established a system of note issues 
on the plan of the English Bank Act of 1844, by which (since 1890) 8 
crores, or 80 millions, of rupees, invested in government securities, 
form the maximum issue of notes on securities, all notes issued above 
that amount being secured by a metallic reserve to an equal amount. 
In 1890-91 the average note circulation was 256,904,490 rupees. 

The disturbance of Indian trade and finances by the continuous fall 
in silver is too well known to need statement. To banks dealing 
with customers on a silver standard it was as if their collateral were 
constantly shrinking in value, while liabilities remained constant. To 
the government, it was the equivalent of diminishing revenues. 
Exchange was uncertain and ruinous. The government was long in 
doubt. Even after the United States passed the act of July 14, 1890, 
silver fell to the lowest price on record. The Viceroy of India finally 
concluded that it was time to act, and on June 12, 1892, he sub- 
mitted to the English government a plan for substituting the gold 
instead of the silver standard. To examine this plan, the Commission, 
named after its president, Lord Herschell, was appointed, consisting 
of Sir Thomas Farrer, Sir Reginald Welby, Mr. Arthur Godley, Sir 
Richard Strachey, and Mr. Bertram W. Currie. Beginning their work 
in the autumn of 1892, they reported to the English government 
about the middle of June,1893. The conclusions of this Commis- 
sion were adopted by the Government, and appeared in the law of 
June 26, 1893, which has created so great a sensation in monetary 
circles. 

The Commission declared that there was no intention of driving 
out of ordinary use the silver rupee, but that it hoped to establish 
fixity of value for the rupee in terms of gold, and thereby to give 
stability to the standard of values and of exchange. But the Commision 
pointed out that there was not a single province of India in which 
gold money was not known, or one in which it could not be procured. 
It recommended the closing of the mints to the free coinage of 
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silver. This, however, did not leave the country with a fixed quan- 
tity of silver rupees, the 1,180 millions outstanding, as the medium of 
exchange. Although private persons could no longer present silver 
to be coined at the mints, the Government agreed to coin silver, 
whenever it was wanted, but in exchange for gold, giving a silver rupee 
for each 1s. 4d. of gold. That is, a sovereign would exchange for 
15 rupees of silver (16d. X 15 = 240d. = 20sh. = £1). The pur- 
pose of this, therefore, is not so much the establishment of a single 
gold standard, as of fixing the value of the silver rupee in terms of 
gold, and trying to keep the rupee at that value (without taking 
away its full legal tender power) by limiting its quantity. In short, 
the new measure puts India much in the position the United States 
would be in, after the repeal of the Sherman Act, in its attempt to keep at 

par in gold a large quantity of silver by practically following the prin- 

ciples which regulate subsidiary, or token, coinage: (1) limitation of 
quantity ; and (2) redemption, by making silver practically inter. 

changeable with gold. 

The English Government, having adopted the recommendations 

of the Commission, asked the Viceroy of India for his opinion by 

telegraph. The latter telegraphed the acceptance of these conclusions 

by the Indian Government, June 15, 1893, urging haste. June 20, 

the Secretary of State for India, by telegraph, authorized action. The 

Indian Legislative Council, at Simla, met June 26, and voted the 

necessary changes in the Indian Coinage Act of 1870 and the Paper 

Currency Act of 1882. The same day this action was made known 

simultaneously in India and in England. 

J. LaurENCE LAUGHLIN. 


NO SILVER GRIEVANCE EXISTS. 


Ir is not entirely clear whether Mr. J. P. Dunn, in the “ Notes” of 
the last number of the JouRNAL is the more interested in confuting 
Senator Sherman and General Walker, or in fortifying the myth of the 
“ surreptitious ” demonetization of silver. But of the two the latter 
is the only one worth discussing. 

That a person as well informed about the debates in Congress 
between 1871 and 1873 as Mr. Dunn appears to be should still labor 
under the impression that Congress was led to do something about 
silver that it did not intend shows the wonderful capacity of the 
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human mind to absorb the information it desires and reject that which 
it does not wish. “I challenge any person,” says Mr. Dunn, “to cite 
a published contemporary statement in the Government records that 
this bill, No. 2,934, which was passed, dropped the silver dollar.” 

Unless time is to be wasted over mere quibbling, the silver dollar 
under discussion is the standard silver dollar, the unit of value, an 
unlimited legal tender. This dollar was explicitly abolished by all the 
pending propositions. These propositions were three : (1) to drop the 
silver dollar entirely, as in the bill drafted by Mr. Knox, and in the 
bills reported to the Senate by Mr. Sherman and to the House by 
Mr. Kelley; (2) To make a light weight dollar, the exact equivalent 
of two half dollars, and a legal tender for amounts not exceeding 
$5, as in the two Hooper bills, one of which was debated by the House 
and the other substituted for it and passed; and (3) to make a 
heavy dollar, for use only in Asiatic trade, and also to be a legal 
tender for amounts not exceeding $5. This was printed in House bill 
2,934, Dec. 16, 1872; January 7, 1873, and January 21, 1873, as 
reported to the Senate, and this became the law. 

Mr. Dunn seeks to make out that something important occurred in 
the secrecy of the conference committee the full significance of which 
was not understood by Congress. The conference committee “ reported 
to the Senate on February 6 and to the House on February 7. The 
reports are identical. There is not a word in either to indicate that 
the standard dollar had been dropped.” But each House had voted 
by itself to drop the standard dollar. There being no division 
between the two Houses on the main proposition there was no occa- 
sion for the conference report to refer to it. The two Houses differed 
only as to the substitute for it. The House had voted for a dollar 
that should have no more proportionate value, and no more of the 
legal tender quality than a half dollar or a dime. The Senate, 
at the instance of California, had voted for a larger dollar, more 
likely to displace the Mexican dollar in Asiatic trade, but which 
should also be a legal tender for no more than $5. Whether the 
dollar weighed 384 grains or 420 grains, if it were a legal tender for 
only $5 it was demonetized ; it was abolished as astandard. Mr. Dunn 
says the conference report did contain the fateful words, “and no 
deposit of silver for other coinage would be received!” He says, 
“Presumably the members did not catch this significant clause 
buried in the body of the report.” He is under the impression that 
it was this incidental and unnoticed provision that demonetized silver. 
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This idea is ridiculous, in view of the fact that the House had fully 
discussed the abolition of the standard silver dollar, and the adop- 
tion of gold as the legal standard, as it had long been the commer- 
cial standard. 

The House debated bill No. 1,427; it then adopted as a substitute 
and passed bill No. 2,934. Mr. Dunn wishes it understood that there 
was some hocus pocus in this substitution. I have not bill 2,934 
before me, but both bills were Mr. Hooper’s, and on August 6, 1876, 
Mr. Hewitt, citing these bills, said that the following section was 
printed in House bill No. 2,934, May 29, 1872; House bill 1,427, 
Feb. 9, 1872, and Feb. 13, 1872, Forty-second Congress, second ses- 
sion, as reported by Mr. Hooper: 

Section 16. That the silver coins of the United States shall be a 
dollar, a half dollar, or fifty-cent piece, a quarter dollar, or twenty- 
five cent piece, and a dime, or ten-cent piece, and the weight of the 
dollar shall be 384 grains; the half dollar, quarter dollar and the 
dime shall be respectively one-half, one-quarter, and one-tenth of the 
weight of said dollar, which coins shall be a legal tender at their denom- 
inational value for any amount not exceeding $5 in any one payment. 

This section was in both bills then, and it abolished the standard 
silver dollar and substituted a token silver dollar, legal tender only 
for small sums, and the debate in the House shows that this was per- 
fectly understood by the friends and the opponents of the bill. 

Mr. Dunn shows that he is aware that the bill was debated in 
the House April 9, 1872, but he gives evidence of very little acquaint- 
ance with that debate, although he quotes from Mr. Hooper’s speech. 
I regret that there is not space here to quote at length from that 
debate. No person can read that debate and say that the House 
demonetized silver unwittingly, or that New York interests procured 
the passage of the bill. 

Mr. Hooper said in the course of his detailed explanation of the 
bill, “Section 14 declares what the gold coins shall be, and their 
respective weights. ... . In addition it declares the gold dollar of 
25.8 grains of standard gold to be the unit of value, gold practically 
having been in this country for many years the standard or measure of 
value, as it is legally in Great Britain and most of the European 
countries. The silver dollar, which by law is now the legally declared 
unit of value, does not bear a correct relative proportion to the gold 
dollar. Being worth intrinsically about one dollar and three cents in 
gold, it can not circulate concurrently with the gold coins. .. . . The 
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committee, after careful consideration, concluded that 25.8 grains of 
standard gold, constituting the gold dollar, should be declared the 
money unit, or metallic representative of the dollar of account.” 

Mr. Hooper was in charge of the bill, and thus did the “ gold bug 
conspirators” conceal their demoniac purpose. Mr. Dunn _ him- 
self quotes that portion of Mr. Hooper’s speech in which he says of 
the reduction in the weight of the silver dollar, “ thus making it a sub- 
sidiary coin in harmony with the silver coins of less denomination to 
secure its concurrent circulation with them.” 

Mr. Hooper also said of the standard silver dollar: “It does not 
circulate now in commercial transactions with any country, and the 
convenience of those manufacturers in this respect [melting up the 
silver dollars for use in the arts] can better be met by supplying small 
stamped bars of the same standard, avoiding the useless expense of 
coining the dollar for that purpose.” 

Was the standard silver dollar abolished furtively, or surreptitiously, 
or unwittingly, or in the execution of a conspiracy? 

Another member of the committee, Mr. Stoughton, followed, say- 
ing, “ Aside from the $3 gold piece..... the only change in the 
present law is in more clearly specifying the gold dollar as the unit of 
value. This was probably the intention, and perhaps the effect of the 
Act of March 3, 1849 [authorizing the coinage of gold dollars] but it 
ought not to be left to inference or implication. ..... Gold is prac- 
tically the standard of value among all civilized nations and the time 
has come in this country when the gold dollar should be distinctly 
declared to be the coin representative of the money unit.” 

Was there any effort here to conceal the demonetization of silver 
and allow a conference committee to assassinate the standard dollar in 
- secret? Mr. Stoughton continued, “ The silver coins provided for are 
the dollar, 384 grains troy, etc...... and they are made a legal 
tender for all sums not exceeding $5 at any one payment.” 

New York, it is said, procured the demonetization of silver. Two 
New York representatives, Mr. Potter and Mr. Brooks, spoke in oppo- 
sition to the bill, and Mr. Potter said, “This bill provides for the 
making of changes in the legal-tender coin of the country, and for 
substituting as legal-tender coin of only one metal instead, as hereto- 
fore, oftwo..... Why should we legislate on this now when we are 
not using either of these metals as a circulating medium? The bill 
provides also for a change in respect of the weight and value of the 
silver dollar, which I think is a subject which, when we come to require 
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legislation about it at all, will demand at our hands very serious con- 
sideration, and which, as we are not using such coins for circulation 
now, seems at this time to be an unnecessary subject about which to 
legislate.” 

Mr. Kelley, the chairman of the committee, replied to Mr. Potter, 
and accused him of opposing the bill in the interest of New York bul- 
lion brokers who were making money out of the existing law. He 
complained that New York brokers were lobbying against the law, and 
that if existing evils were not corrected before specie payments were 
resumed the pecuniary interest at stake would be so great that the law 
couldn’t be changed. He said: “One silver bullion dealer in New 
York, during the last Congress, admitted to the gentleman who is now 
acting as chairman of the committee in charge of the bill [Mr. Hooper] 
that under one defect in existing laws he was making at the cost of the 
government, from $75,000 to $100,000 a year...... Now it so 
happens that a constituent of the gentleman from New York has been 
taking advantage of that ruling, and deposited silver to be made into 
half dollars and other silver coins ; and for every $2 worth of silver 
deposited by him he gets four half dollars and one ten cent piece, or 
the equivalent thereof. ... .. It has become impossible to retain an 
American silver dollar in this country except in collections of curiosi- 
ties. They would, if coined in considerable numbers, be a source of 
enormous profit to the silver bullion dealers of New York.” 

In view of this debate will any one pretend that the demonetization 
of silver was furtive, surreptitious, or accomplished by a conference 
committee without the knowledge of Congress? In view of these 
speeches by Mr. Potter and Mr. Kelley will any one pretend that New 
York procured the passage of the bill? And finally, in view of the 
fact that the law substituted a trade dollar, which it was hoped in Cali- - 
fornia would displace the Mexican dollar in Asiatic commerce, for a 
standard dollar which Mr. Kelley said could be kept in this country 
only in collections of curiosities, and which Mr. Hooper said, “ does not 
circulate now in commercial transactions with any country,” will any 


one pretend that the abolition of the standard dollar was designed to 
reduce the employment of silver as money? 

As well might the Tories of our Revolution have pretended that 
when the Declaration of Independence was adopted it wasn’t generally 
understood that it meant separation from Great Britain. The silver 
men have no grievance except an imaginary one. 

New York. FRED PERRY POWERS. 
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Philosophy and Political Economy in some of their Historical Rela- 
tions. By James Bonar, M.A., LL.D. London: Swan, 
Sonnenschein & Co.; New York: Macmillan & Co., 1893. 


Large 8vo., pp. 395. 


Tuis new work of Dr. Bonar’s is a valuable contribution to the his- 
tory of Political Economy. Its appearance, along with that of a work 
which has just followed it, Cannan’s “ History of the Theories of Pro- 
duction and Distribution in English Political Economy from 1776 to 
1848”’—the two most solid treatises in the direction of the history of 
theory that have been produced as yet in England or America—marks 
the fact that the history of economic theory is being studied as seriously 
as the history of economic facts. Both the philosopher and the econ- 
omist ought to be interested in Dr. Bonar’s work; it certainly could 
have been written only by a man who was both a philosopher and an 
economist, and, we might add, an accomplished scholar. 

The author starts from the fact that political economy and phil- 
osophy “have at various times exerted an influence on one another,” 
and his subject in this volume is the influence that “men’s thoughts 
about the world and human life in general have had over their 
thoughts about the economical element of human life in particular, 
and how far this influence of thoughts upon thoughts may have been 
mutual.” Political economy he broadly conceives to be “ the study of 
the relation of human society to its material wealth,” and philosophy 
to be “the study of first principles and ultimate issues.” 

To console the partially justifiable distrust of all “first principles 
and ultimate issues” that is common to scientific minds of to-day, we 
may say that the amount of metaphysic in the book is as minimal as 
could well be [it is really only referred to in the case of hierarchs 
like Plato and Hegel ] and that philosophy has largely meant for the 
author political science, ethics, scientific evolution, and some psy- 
chology. 

Dr. Bonar’s treatment of his subject is prevailingly historical and 
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comparative ; he has not written to solve the many controversial ques- 
tions that lie on the borderland of “philosophy” and economics. 
He looks at five periods of political economy: as associated with 
Ancient Philosophy, with Natural Law(Grotius to A. Smith), with Utilita- 
rianism (Malthus, Bentham and Mill), with Modern Idealistic Philoso- 
phy (“Idealistic Economics”), and with Modern Materialistic Philosophy 
(Materialistic Economics and Evolution). He uses freely all the rele- 
vant classical literature on different parts of his subject, and the notes 
he gives the student might be made the means of an extended course 
of reading. I am inclined to think that the parts from which the 
advanced student will learn most are to be found in the third book on 
Utilitarian Economics, and in the fifth book where Socialism is treated 
in connection with Materialism and Evolution. 

Book I, on Ancient Philosophy, is classical, and contains much 
that is familiar to the reader of Jowett and Zeller and Grant and others. 
Still, in its connection, it is useful and desirable for the sake of com- 
pleteness. 

What is admirable about Book II, also, is not its newness—we are 
all almost painfully familiar with strictures in English and in German 
on eighteenth century individualism in ethics, economics, and politics 
—but the fact that Dr. Bonar’s exposition seems to weave so many 
different lines of investigation into a whole. If one were not aware of 
the theoretic danger of trying to treat of the Smithian political econ- 
omy as a sort of perfectly definite thing in itself and body of truth for 
all time, surely the perusal of these pages would have a wholesome 
effect in this direction. The chapter on Adam Smith is as full and 
careful as anything of the kind could well be. Dr. Bonar knows too 
much to attribute rigidly any single purpose to any one writer, but, if the 
‘Wealth of Nations,” he says, “‘had any single purpose, it is in fact a 
vindication of the unconscious law present in the separate actions of 
men when these actions are directed by a certain strong personal 
motive.” This may seem a hard saying, but it represents the state of 
the facts. All the best work in economics of recent years shows that 
economists conceive their task to be to show how the “ purely eco- 
nomical categories burst through all historical hindrances,” and this is 
what Dr. Bonar makes out the master to have done. 

There are some good comparisons drawn in Book II, between 
Bodin and More and Grotius; the continuity of economic thinking 
from the time of Grotius is well indicated, and we are shown in the 
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case of Hume, Hutcheson, and Smith that in the distinction between 
wealth and happiness, we all stand pretty much where Aristotle did. 
It is a pity that the chapter on Natural Rights and Law of Nature 
looks so much like an interpolation ; it has the merit of being in a way 
constructive and independent of history, but it might have been con- 
nected more originally with Smith and the physiocrats, or with the 
history and exposition of the idea of law in general in economic think- 
ing. I question, too, if the account given of the physiocrats is equal 
to other parts of the book ; the information given is somewhat spo- 
radic, and the criticism is fairly general. 

The chapter on J. S. Mill is one of the very best in the book, and 
an expository power of a very high order is revealed in the account of 
the socialists Marx, Engels, Proudhon and Lasalle, and in that of 
Hegel. There is an epilogue in Book V on Evolution and Econom- 
ics, and the excellence of the critical and comparative work there, 
along with the discussions in earlier part of the volume on Utili- 
tarianism and Natural Law, make one wish that Dr. Bonar had gone 
in somewhat more for the history of the relations of economics and 
philosophy in regard to particular topics, rather than, as is his wont, 
in connection with eminent writers. We must not forget, however, 
that four of his five books represent treatment according to topics. 
Some economists may not like to see what they regard as the classical 
doctrines of economics described under the heading of Utilitarian Econ- 
omics and parallel with socialism or natural economics, but to Dr. Bonar 
the end in economics “is not yet ;” he almost, indeed, seems to think that 
nearly one-half of economic theory has been developed since Mill’s 
time, and he shows why the older economists failed to go further than 
they did. Economics under Mill he finds to be an “ analysis of the 
effects of the dominant desire of the middle classes.” 

Some of Dr. Bonar’s most important contributions appear to be the 
following: The way in which he shows in the chapter on Mill how 
a doctrine of consumption became an essential part of the whole of 
political economy, and how after Mill it “was no longer possible to 
suppose that all exact political economy depended on the assumption 
of free competition in exchanges ;”” his explanations of the neglect of 
a fuller analysis on the part of Mill and others of the idea of value in 
use ; his applications of the distinction between society and the state ; 
his showing that scientific economics does not presuppose the truth of 
utilitarianism as many readers of Jevons and the Austrians might sup- 
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pose it does; his admirable and perfectly correct tracing of the sur- 
vival of the exploded individualism and crude /aissez faire in econom- 
ics to the alliance of political economy with utilitarianism and to Mill’s 
clinging to the letter of Benthamic utilitarianism after he had given up 
its spirit, and to the influence over Mill of his nominalistic logic ; and 
his cutting the last standing-ground of the socialists (the claim they 
make for their system to be the real philosophy of history) from under 
them by pointing out discrepancies between evolution and socialism in 
regard to wealth, production and distribution, society and the state, 
and by exposing a few of the weak points in the theory of evolution 
itself. It is a merit of the book that it is rich and full, and suggestive. 
If it has any drawback at all it is that its very richness sometimes 
obscures its author’s meaning at crucial and climatic points, and that 
one never knows when the writer is going to stop, or why he stops 
just where he does. It is a feast all the time though, and the morsels 
—which are many—are often not the least interesting. It is surely 
too strong, for example, to say that “ the concrete part of Mill’s book 
is the only uncertain part of it ;” what is meant is that Mill’s reasoning 
is “hypothetical”—in a sense now recognized by almost every one. 
Political economy in another place is inadvertently said to have to do 
chiefly with static phenomena, and to be in the main analytic. 

The volume is satisfactory in the sense that Dr. Bonar has given us 
2xactly what he promised to do, the presentation of some of the 
relations which have existed between economics and the various 
branches of philosophy. It is certainly enough for the positive mind 
to know that there have been relations between economics and philo- 
sophy to make it desire to master these relations, and the advent, 
therefore, of this work is to be welcomed as imposing on students the 
duty of studying what their science has been. But there are others 
who, imbued with the spirit of specialization in science, instinctively 
fight shy of any connection that economics may have had with philo- 
sophy, and others still, like Dr. Ingram and the Comtists, who are 
ashamed of the philosophical origin of political economy, while still 
curiously at the same time desiring to merge it in a newer sort of philo- 
sophy, and to beth of these classes Dr. Bonar’s book ought to be inter- 
esting. While he would not hold with Proudhon that political economy 
possesses “ absolute certainty as well as progressiveness by being the 
concrete objective realization of metaphysics ;” he does hold that 
political economy sustains certain permanent relations to the philo- 
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sophical sciences. He distinguishes (in the chapter on Hume) with 
perfect sureness the philosophic criticism of the assumptions of polit- 
ical economy, which is purely a philosophical enquiry, from the study 
of the relations which economics has to philosophy. These, he holds 
to lie mainly at its starting point and its close. Further, “the doc- 
trines of wealth and value rest on psychology, and the economical 
relations of men to each other in society cannot be fully understood 
without a political philosophy.” That is, he would hold the relations of 
economics to philosophy to be not merely matter of history but to be 
inevitable. How the relations are inevitable the reader is left to infer 
for himself, from the account given of economic writers, save in the 
cases referred to, where Dr. Bonar introduces criticism as well as expo- 
sition. He further shows how the economist must take regard of 
philosophical relations, by showing how economists have now and 
then been helped towards the solution of economic questions by gen- 
eral philosophical considerations. 

Indeed, we might say that almost all the leading ideas of political 
economy seem, according to this book, to have their roots in philoso- 
phy ; most people are prepared to admit this in a way about the 
Smithian political economy, and it may be taken to be a feature of 
this volume that it shows the same to hold in regard to the political 
economy that has come after Mill. At least, one could only deny this 
by proving that Dr. Bonar’s history of the portion of nineteenth 
century thinking which he has made it our concern to study is untrue 
to facts; it is really in the main correct, as any one who is at all 
acquainted with the history of philosophy knows. Philosophers them- 
selves may not like to think of the materialism and socialism which has 
grown out of the Hegelian left, but if they are strong their faith in 
Hegel will be as little shaken as their belief in Hume’s genius is shaken 
by the negative deductions which were drawn from it. The chapter 
on Hume, by the way, is excellent ; in fact Dr. Bonar in general is at 
his best in dealing with a writer in whom the economical and the phil- 
osophical are pretty evenly balanced. 

Sometimes Dr. Bonar’s silence is as suggestive as his utterance ; he 
speaks little of the relation in general of economics to ethics for the 
reason probably that he gave an account of Aristotle, and little of the 
relation of psychology to ethics for the reason that the scientific treat- 
ment of that question is necessarily matter of the present and not of 


the past. 
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In these days when so much is unsettled in theory it is reassuring 
to have presented to us what is established in economics, and this is 
done by marking off the lines which separate and relate it to older and 
more fundamental provinces of knowledge, the chief of which undoubt- 
edly are political science and physical evolution. Dr. Bonar has 
sought to make history speak, and in view of the hardness of that task 
he must be allowed to take his own way of doing this. Those who 
write about the borderlands of two or three sciences, lay themselves 
open to many lines of attack, and they are apt to get small thanks for 
their labors of love. A work like the present ought undoubtedly to 
help to bring about among economists unanimity of opinion as to 


what “those who precede” have done. 
W. CALDWELL. 


American Railroads as Investments. A Handbook for Investors 
in American Railroad Securities. By S. F. VanOss. New 
York: G. P. Putnam’s Sons, 1893. 8vo. pp. vii+817. 

THE expectations aroused by the elaborate plan and the great size 
of this book are not satisfied by the manner in which the work has 
been done. The author has evidently spent some time in traveling 
over American railways, conversing with their officers and reading 
the books which have been written about them. The immense resour- 
ces of the country, their rapid development and the prospects for 
future growth, have made so strong an impression upon him, that he 
wishes to inform his fellow Englishmen of the certain and rich return 
awaiting capital invested in American Railways. A more rosy view 
than Mr. Van Oss presents could hardly be found in the advertise- 
ments sent out by land companies or real estate agents. There is, 
perhaps, plenty of foundation for what he says, and if his views should 
so far prevail that English capital could be procured on more favorable 
terms, Americans would not complain. But the tone of the book is 
too optimistic, and there are too many errors in it to warrant careful 
investors in accepting as sound advice all that Mr. Van Oss says. 

To an American reader the book has the appearance of a compila- 
tion — and not a first-class compilation —of the current literature on 
the subject. Of course, a hand-book is not expected to be more, and 
if the author had confined himself to this task, and not attempted to 
deal with the problems and principles which require more careful 
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study and elaborate treatment, he might not have conveyed the impres- 
sion that the undertaking was too great for him. The historical and 
theoretical parts of the book, which occupy the first two hundred 
pages, are open to severe criticism. A writer who within four pages 
(39-43) states that the railways first introduced legislative bribery, that 
the majority of State Congresses, as the legislative bodies are called, 
were bribed, that the railroads owned and controlled the legislatures, 
that money invested in a legislature was well invested, that because 
laws were all right for the railroads they were all wrong for the people, 
that the Granges were merged into the Farmers Alliance, that the rates 
fixed by Granges were too low and the Granges promised to modify 
their law, that the New York Chamber of Commerce appointed the 
Hepburn Committee,—a writer who can make all these statements 
and then class Professor Hadley and j. F. Hudson together as radical 
reformers, is not likely to be accepted as authority by students or by 
intelligent investors.. Unfortunately, haste, carelessness or ignorance, 
are manifested too frequently in the work of Mr. Van Oss. 

The chapters on rates, competition and consolidation show mere 
surface knowledge rather than any real grasp of the problems to be 
inet. To be sure one does not expect to find these difficult questions 
exhaustively treated in a hand-book. But if they are given a place in 
itwe have a right to require, not original treatment, perhaps, but a 
digest of the best thought on the subject. On two vital points the 
conclusions expressed by the author are at variance with those reached 
by most thoughtful students. To say (p. 36) that every American 
emphatically condemned pooling, and charged it with most of the 
evils from which shippers suffer, is to overstate the case, no matter what 
time in the past be referred to; but when the author gives his hearty 
support to this condemnation of pools, and would have the reader think 
that only evil can come from them, he betrays a lamentable ignorance 
of the drift of recent thought on this phase of the railway problem. 
When he goes further and praises in unmeasured terms all forms of 
consolidation, he certainly lays himself open to the charge of grave 
inconsistency. 

No opportunity is lost to impress upon the reader the improvement 
which has come over the railway managers within the last one or two 
decades. Roads are no longer managed for the sole benefit of the 
managers, without regard to either investors or shippers. In other 
words, the standard of morality has been raised very much ; a happy 
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change for the investors, but from the author’s point of view the inter- 
ests of the public are quite subordinate. He does not seem able to 
grasp the fact that the real interests of the investors and the public are 
the same, that both require such rates and such management as shall 
best promote the growth of traffic and the industries of the country. 
To Mr. Van Oss it appears that, “‘ We shall have to consider the inter- 
ests of the investors first, and those of the public afterwards; it would 
be injudicious to altogether ignore the latter, since, as we have seen 
before, the people of the United States have a word to speak in rail- 
road matters” (p. 72). In numerous other passages one gets the 
impression that there is a constant conflict between the interests of 
investors and those of the public, and the latter are to be hoodwinked 
and circumvented in all possible ways. Stock watering is justified, 
even praised, as an efficient means of securing higher returns than the 
public would submit to pay openly. 

It is unpleasant to be compelled to say so many unfavorable things 
of the manner in which the first part of the author’s work has been per- 
formed ; and it is to be regretted that a work which is much needed, 
and which, if carefully done, would be of great value, has been marred 
by poor workmanship. One cannot read the first part of the book and 
come to the second with a feeling of much confidence. The author 
has himself to blame if his notes, comments and advice, which accom- 
pany the tables and balance sheets showing the condition of each 
important railway system, do not carry great weight. 

The investor or student can find the facts and figures for any road 
in a convenient form and more accessible than they are elsewhere, but 
these will not make the book one of permanent value. The shop and 
street slang which is freely used, and which the author seems to think 
indicate familiarity with the subject, and the poor style in which the 
whole book is written, do not add to the dignity or value of the work. 
The author may be credited with good intentions, good will towards 
and boundless faith in America; but his “zeal is not according to 
knowledge.” WiLuiaM HILL. 


Women's Wages. By WittiaM Smart, M.A. Lecturer on Polit- 
ical Economy in the University of Glasgow. James Macle- 
hase, 1892. 

Ir is a misfortune incident on the recent entrance of women into 
the industrial field as wage earners, receiving a fixed compensation, 
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that it should be necessary to discuss their wages as a distinct factor in 
economic problems. For many reasons, however, the necessity exists, 
and it is therefore a pleasure to welcome so reasonable a contribution 
to the subject as the recent essay by Mr. William Smart. 

Assuming that it is not necessary to prove that the wages of women 
are as a rule much lower than those of men, the author examines the 
reasons usually assigned for it, and finds each in turn an insufficient 
explanation. The question, as he presents it, is not so much, Why 
are men and women employed in equal work at unequal wages ? but, 
Why are men and women employed in different groups of employ- 
ment? and, comparing these two groups, Why is the wage level of 
skilled women’s labor lower even than that of unskilled men’s labor? 
The explanation of these facts he finds to be, first, in the tendency of 
men to seek employment where they do not come into competition with 
women ; and second, in the fact that women thus lose the advantage of 
competition with workers who will not accept wages under a certain 
level. As women do not combine for their own protection, it is the 
tendency of wages of women to sink to the “customary wage” fixed 
at a time when the world was poorer and capital more powerful, and 
this customary wage does not go lower chiefly because it can not. The 
two remedies the author suggests for this unfortunate condition are 
organization among women wage earners and the enlightenment of 
the public conscience. 

Clear and satisfactory as is the author’s reasoning concerning the 
subject, he has yet omitted two important explanations of the fact that 
women receive comparatively low wages, each one of which is a causa 
causans. ‘The first is the lack on the part of women of respect for 
themselves and for their work and a consequently fatalistic spirit 
regarding both. Women have for so long had put before them their 
physical and industrial inferiority, that they have come to accept both 
as inevitable, and, while occasionally protesting, they have lacked the 
self-respect necessary to make the protest availing. One illustration 
of this lack of self-respect is seen in the attempt to secure a factitious 
respect from others through the use of the word “lady”—a phrase 
perhaps unconsciously adopted by the author in the use of “lady typ- 
ists” (p. 6), “lady novelist” and “lady doctor” (p. 11). The general 
use of the word is only one evidence of the disease, but the disease will 
remain until women wage earners as a class abandon the phrase. The 
second reason lies in the fact that while the great masses of women, 
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especially of the so-called upper and middle classes, are well informed, 
they are poorly educated. It is but half a century since Mary Lyon 
was pleading in New England for the establishment of a “ permanent, 
protestant, female seminary,” and scarcely longer since Mrs. Emma Wil- 
lard was sketching for the firsttime a similar plan in New York. Educa- 
tion in the true sense of the word has as yet reached comparatively few 
women. The great majority are ignorant of those physical laws the 
obedience to which would increase their industrial usefulness, and they 
are equally ignorant of the action of economic law. They resent the 
entrance of women of wealth into the wage earning class, not appreci- 
ating the fact that nothing would so much contribute to the improve- 
ment of wages for women as industrial competition on the part of 
women of wealth and education. Until the highest education is not 
only made possible but also becomes general among women it seems 
hopeless to look for an improvement in their wages. Organization 
among women will secure temporary relief in some occupations, and an 
enlightened public conscience will secure a more healthy public senti- 
ment, but permanent improvement will come only as women in the 
future work out their own salvation through the highest and most 
thorough education. As in all other reforms, improvement must work 
from the top downwards. Lucy M. SALmon. 


Les Bourses du Travail. Par M. G. de Motinari. Paris: Guil- 
laumin et Cie., 1893. 8vo. 

THE revival, or emphasis, of the so-called “historical spirit” and 
“historical method,” which the past two or three decades have wit- 
nessed, has made it fashionable for an author who has any new ideas 
to present about an existing institution, to trace the institution 
from its origin to its existing form. This has been done in many 
cases even where the history was not necessary to the exposition of 
the author’s contribution to the subject. The results have been an 
immense waste of literary energy, and the production of many vol- 
umes the different parts of which are so loosely related that the vol- 
umes are literary aggregations rather than books. M. de Molinari has 
committed this fault to a certain extent, and yet he shows a keener 
appreciation than most of the “historical” writers of the necessary 
relations between the past and present of his subject. He grasps 
firmly and presents lucidly the parallels between conditions of labor 
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under different social régimes, but does so more than is necessary 
for the presentation of his own new ideas. M. de Molinari traces the 
rise of the wages system, discussing the “necessary” and the “ cur- 
rent” rates of wages under the law of supply and demand, and sketch- 
ing the status of labor in the conditions of slavery and serfdom. The 
rise of the period of liberty is touched on, and an account given of 
some of the means taken at various times to eke out wages and better 
the condition of the laboring class. 

The solution of the labor problem which M. de Molinari himself 
proposes is suggested by the good results which have flowed from the 
extension of the markets for commodities. The main difficulty in the 
labor situation, he thinks, results from the inequality of the conditions 
of the workingman and the employer. The establishment of equality 
of power in the competition between them would improve the condi- 
tion of the laborer. The two conceivable solutions of this difficulty 
are the re-establishment of slavery and the increase in the facility of 
circulation of labor. The latter solution only is possible and can be 
effected by the establishment of labor exchanges. These should be 
private enterprises, the business of which would be to find places for 
idle workingmen and pay the expense of locating them. The charges 
of these companies should be paid, not by the individuals whom they 
serve, but by the labor unions, which should collect funds for the pur- 
pose. The benefits which M. de Molinari thinks would flow from his 
scheme are that it would ensure the placement of laborers at reasona- 
ble charges, would remove the inequality between employer and 
employed in the making of contracts, would bring the market and 
the “fair” price of labor together, would promote production and 
furnish a decisive argument for freedom of exchange. 

M. de Molinari’s plan is ingenious but hardly practicable, at least 
in the present state of labor organizations in this country. A labor 
organization might guarantee a labor broker for his outlay, but it 
would have no guarantee for its own repayment except the poor one 
of threatening to drop a delinquent workingman from its member- 
ship. This might or might not coerce him. Moreover, if the scheme 
were practicable in its main feature, there is no reason why the 
labor organizations themselves should not do directly the work of 
placing idle men and so save the profits of the labor exchange. Again, 
many of the placements of idle workingmen would be for periods 
so short that they would afford no margin of wages for the repay- 
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ment of the expense of transferring the men. Nor would the laborer 
be less in the power of the employer in the labor contract when the 
labor market was overstocked, and he would be subject, too, to his new 
employer, the labor exchange. 

On a small scale, that is, for local labor markets, M. de Molinari’s 
plan would doubtless work well ; on a scale so large that the element 
of personality would be lost sight of, it would afford no advantages. 
The labor exchanges would inevitably come under the influence of 
employers. The plan deserves praise and attention as an ideal towards 
which we should work, but could not be put into practice in its entirety 
under existing conditions; nor, if it could, would it accomplish 
what its author claims, in this country at least. 

The appendix contains, among other things, some interesting 
information on labor exchanges in France. Davip KINLEy. 


Die Methode Einer Wissenschaftlichen Riickfallsstatisik als Grund- 
lage einer Reform der Kriminalstatisik. von DR O. Koesner. 
Sonderabdruck aus der Zeitschrift fir die ges. Staatswissen- 
schaft, B. xiii. Heft 5. Berlin: J. Guttentag, 1893. Pp. 124. 

THE abstract method is losing ground even in that branch of 
science which has ever been the stronghold of abstract speculation 
— in jurisprudence. The heresies of Robert Owen were, certainly, not 
adapted to deal with the practical problems of criminality, still they 
emphasized the objective element of the social medium where the 
traditional notions—we might say, superstitions — of “free will” and 
“evil intent’’ had formerly held an undisputed position. Then came 
Quetelet to strengthen with his arguments the attacks of the radical 
thinkers upon the settled maxims of criminal law. Yet the contro- 
versy was still conducted, so to speak, beyond the lines of official 
criminal jurisprudence, until a rebellion against criminalistic ortho- 
doxy, which broke out within the ranks of its former followers, was 
headed by the Italian anthropological school. 

We are very far, however, from being enthusiastic over the achieve- 
ments of the anthropological school, which is open, to put it in the 
mild language of our author, “to the reproach that it has prematurely 
drawn its inferences from a few hundred, at best from a few thousand, 
cases” (p. 62). More facts are needed to lay down the foundations 
of a truly scientific theory of crime, and we believe that the statisti- 
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cal method advocated by Dr. Koebner is the most adequate method 
of sociological induction. It is precisely the sociological point of 
view of the crime that brings Dr. Koebner in opposition to 
both the old and the anthropological school. Criminal statistics, 
which he considers only a branch of social statistics, he hopes, “ will 
contest the arguments based on individual pathology by emphasizing 
the elements of social pathology.” It will provide the material for “a 
scientific study of crime as a peculiar phenomenon of social life and 
will bring out the social conditions of crime.” (Von Liszt). 

The study of the “criminal classes,” as suggested by the author, 
falls in line with the investigation of “the class of the unemployed.” 
“Tt concerns itself with the classes that are unable, more often unwil- 
ling, to find a place amid the economic and social strata of the 
community; of the entirely dec/assés, who threaten to grow to a sepa- 
rate class of society,—of the men of ‘negative work.’ It deals with 
men who, for want of any other profession, have made it their pro- 
fession to destroy the goods of civilization.” (p. 60). 

It seems to us that there can be no successful investigation of a 
subject unless it be conducted with a view to prove or disprove 
certain anticipated propositions. If justice is done to the discordant 
theories, the requirements of scientific impartiality are complied with. 
Our author stands free of the charge of prejudging the questions at 
issue, whereas, on his suggestion, anthropometrical studies might be 
combined with a thorough-going statistical study of criminality. 

The scope of investigation laid before the student is broad and 
hopeful. What are the means to attain the proposed ends? The mon- 
ograph is a sweeping criticism of modern criminal statistics. There are 
in fact no criminal statistics at all worth speaking of. 


That there is a class of professional criminals needs no proof. - 


The study of the professional criminal is that of the recidiviste, of the 
repeatedly punished. Criminal statistics have paid special attention 
to this class of criminals. Still, as the method is fundamentally wrong, 
the results are necessarily fallacious. Instead of studying the crimi- 
nal man, statistics have hitherto registered the criminal acts. To trace 
the several criminal acts to their common author becomes well-nigh 
impossible, except in so far as it is done by the courts. But judicial 
registration, being regulated by requirements of positive law, does not 
answer the purposes of scientific investigation. All we now learn from 
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‘official statistics is, that in a certain year a given number of individuals 
were sentenced, of whom another given number had been sen- 
tenced before. The comparison is here made between incommensur- 
able quantities: some of the “repeatedly sentenced” of the year 
1893, may first have been sentenced 5, 10, 15 years ago. To study 
the results of judicial prosecution, the figures ought to show the pro- 
portion of this category to the total number sentenced in the 
respective years. This would clearly bring out how many out of a 
given number sentenced in a certain year were subsequently convicted 
for new offences, once, twice, etc. Moreover, with the natural increase 
of the population the absolute numbers of criminals also increase. 
The method now prevailing thus tends to present the proportion of 
inveterate criminals slighter than it really is. Then comes in the ele- 
ment of mortality ; out of a given number sentenced 10 years ago a 
part are now dead; the number of persons liable to fall back into 
crime has thus decreased ; by failing to account for this element, the 
figures of the reports again diminish the real proportions of profes- 
sional criminals. 

There are many other defects of a technical nature that make the 
data of criminal statistics wholly unreliable. The reform proposed by 
Dr. Koebner is to change the prevailing method of criminal statistics. 
Criminal registers should be introduced in every country wherever 
they have not yet been adopted. The birthplace might be suggested 
as the centre to which all information concerning the criminal should 
be directed. These registers would offer to the central statistical 
institution a solid basis of facts on which to operate in its study of 
criminality. 

This is a further extension of the method which has been success- 
fully applied in economic statistics, as, ¢. g., in Russian agricultural 
statistics, where 19,000,000 peasants have been registered up to date 
according to this method. The importance of an investigation con- 
ducted on these lines for the theoretical discussion of the problems 
of criminality could not be exaggerated. As to the practical questions 
involved let the author speak for himself. 

“Statistics of repeated criminality, organized as above suggested, 
will act as a warning against that kind of criminal policy, which is only 
too much inclined, in times of alarmingly increasing criminality, to 
take corporal punishment and the like as the last word of wisdom ; the 
lesson of statistics will be that even the most stringent measures of 


' 


BOOK REVIEWS. 615 


repression cannot do away alone with the masses of habitual crimi- 
nals. Legislation and administrative measures looking toward social 
reform remain the most essential.” 

Isaac A. Hourwicu. 


What Protection Does for the Farmer and Laborer. A Chapter 
of Agricultural History. By 1. S. Leapam, M. A.  Lon- 
don: Cassell & Co., 1893. 12mo, Pp. xxxvi+104. 

Tuis little book, which comes under the stamp of the Cobden Club, 
and has run through five editions since 1881, is what its second title 
indicates, A Chapter of Agricultural History. Its value as history is 
somewhat impaired by the political purpose which animates the writer, 
and yet it is rather above the standard of the controversial publications 
which the question of protection has called forth. 

The author purposes to show farmers and laborers how futile 
is the hope of bettering their condition by legislative action. To do 
this he recounts their sufferings from 1815 to 1846, and charges all 
their distress to the corn laws, the false protection which aided none 
but the landlords, and that at the expense of all other classes. 

More than half the space is taken up with extracts from Parliamen- 
tary Reports to show the existence of conditions which have not been 
seriously questioned. The author falls into an error common to con- 
troversial writers, #. ¢., he makes the corn laws responsible for all the 
evils from which England was suffering. His case might be stronger 
if he did not attempt to prove so much. It is easy to believe that the 
corn laws increased rents so much that the condition of the farmers was 
not improved at all; but that they so excited the hopes of the farmers 
that leases were made on terms more unfavorable than ever before, and 
that for thirty years the farmers remained so deluded that they paid 
rents out of their capital, all because of hopes excited by the corn laws, 
is hardly proven, even by the voluminous extracts given. 

It is interesting to note that the argument used against protection 
to the agricultural interest is used here by the advocates of protection 
to manufactures. The author maintains (p. 94): ‘‘The decline of 
prices has invariably followed the imposition of a duty, being a result 
effected by the competition of the farmers among themselves, artifi- 
cially stimulated by a duty.” In manufactures the increase of com- 
petition leads to inventions, better methods and a real lowering of the 
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cost of production. In agriculture, the author tells us, no real advance 
was made by the competition among farmers, but the increased rents 
were paid out of capital so that half the farmers became bankrupt in 
spite of all savings that could be made from expenses and wages. 
This may be a telling argument when addressed to the farmers who 
naturally desire a good price for their grain. But as it is maintained 
throughout that the movement in favor of a corn duty owes its strength 
to the manufacturers who are seeking to inaugurate a system of pro- 
tection in England, and as their interest plainly requires cheap food, 
there seems to be an inconsistency somewhere. To avoid this it is 
held that the real movers for protection are merely seeking to use the 
farmers to get the system started, and that the duty on grain will be 
dropped when the first pressure comes. The author certainly did not 
learn this from the chapter of history, for that shows the corn laws to 
have been the backbone of the English protective system, and with 
their abolition protection received its death blow. 

The book is of interest chiefly as an indication of the recent move- 
ment in favor of protection, which agricultural distress, general 
industrial depression and other causes have generated in free trade 
England. W. H. 


The Independent Treasury of the United States. By Davip KINLEY, 
A.B. New York: T. Y. Crowell & Co. 1893. 8vo. pp. 329. 


A Brief History of Panics. By CLEMENT JuGtar. Englished and 
Edited by DeECourcy W. Toom. New York: G. P. Put- 
nam’s Sons, 1893. 8vo. pp. 147. 


At atime when the public mind may be presumed to be in an 
unusually receptive mood toward instruction on all subjects whose 
investigation promises to throw new light into the intricacies of the 
monetary situation, the appearance of a volume devoted to an exami- 
nation of the sub-treasury system is peculiarly welcome. The main 
purpose of Mr. Kinley’s study is to set forth, through an analysis of 
the effect of its operations on the money market, the influence exerted 
by the Independent Treasury on the business of the country. Of the 
existence of such an influence the speculative public, at least, has long 
been aware ; but of its character and extent little has been known. The 
subject is one that has never, since the first establishment of the sys- 
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tem, received either the amount or the kind of attention to which its 
importance entitles it. The Independent Treasury has had its partisan 
champions and critics, but it has, for the first time, found a scientific 
analyst in Mr. Kinley. He has produced a book which, whether it be 
regarded as altogether satisfactory or not, will certainly not fail to 
stimulate an interest in the workings of an institution which must, 
sooner or later, become a subject for legislative consideration, and 
which can be the more intelligently considered because of the arsenal 
of material that Mr. Kinley has provided for this purpose. It cannot, 
indeed, be said that he has always written with that complete freedom 
from bias which is required in order to reach a well-balanced estimate 
of an institution having such manifold relations as the Independent 
Treasury ; at times his book partakes rather more of the character of 
an argument than of an examination. Considering the nature of his 
purpose, it may, perhaps, be regarded as a pardonable fault that he 
should exhibit a keener vision for the defects than for the merits of 
the sub-treasury system. “The latter have not, indeed, escaped his 
attention ; but his zeal as a critic and his impatience as a reformer have 
sometimes led him to estimate them at less than their real worth. His 
attitude is well explained by the frank avowal of recent conversion 
made in the preface: ‘The essay was begun with a prejudice in favor 
of the sub-treasury system, because it seemed preéminently an institu- 
tion of the people. But -sa result of the investigation I have been 
forced to change my opinion, and regard the system as injurious to 
the business interests of the country.” It results very naturally from 
this that his work should be found much better as a criticism than as 
an estimate. The criticism that may fairly be made of the book as a 
whole is, that the writer has allowed his point of view to be too much 
influenced by an almost exclusive regard for the interests of the pub- 
lic, without taking sufficient account of the necessities of the govern- 
ment. The point of view of public interest, although essentially the 
right one to adopt in a discussion of the currency question, pure and 
simple, may easily, if followed too closely in the investigation of an 
institution that was largely designed to.-relieve the government from 
onerous responsibility for the condition of the currency, lead to incom- 
plete conclusions. For, whatever the unexpected and, perhaps, inevi- 
table disturbances to which the operations of the Independent Treas- 
ury have at times exposed the business community, it should be reck- 
oned no slight service by the financial ‘historian that ‘is institution, 
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created at a time when the public finances were badly disordered and 
the public mind seemed hopelessly demoralized, should have provided 
effectually for the safety of the public money and the maintenance of 
the specie standard, and thus have infused a new element of stability 
into both public and private business, and have elevated the standard 
of banking. 

The policy of the United States has been one of great vacillation 
in the matter of keeping the treasury deposits. Under the act organ- 
izing the treasury department the treasurer was charged with the duty 
of receiving and keeping the public money, but no place of deposit 
was provided by law. The convenient practice of utilizing the banks 
for this purpose grew up without any special sanction of law, and 
remained the customary system of the government for over a quarter 
of acentury. Throughout the twenty years of its existence the first 
Bank of the United States was the chief depository, although some of 
the state banks were allowed to share in the privilege of holding depos- 
its from time to time. On the expiration of the charter of the 
national bank in 1811, the state banks were made the regular fiscal 
agents of the government by Secretary Gallatin, and they continued to 
enjoy its patronage until supplanted by the second national bank in 
1816. Up to about this time the government also received and paid 
out the notes of the banks, although the revenue collection laws pro- 
vided for the payment of duties in coin. The practice of the treasury, 
however, was thought to be no violation of the law, since it would have 
been a contradiction to refuse the notes of banks that were entrusted 
with the safe-keeping of the public money. The policy of using 
the banks and their paper proved to be a very ruinous method 
of fiscal administration during the trying times of the war of 1812, 
and, when the problem of financial reconstruction was taken up after 
its close, the new national bank was, by its charter, designated as the 
legal depository of the government ; and the legal currency resolutions 
of 1817 provided, thereafter, for the receipt by the government of gold 
and silver coin, treasury notes, and the notes of solvent specie-paying 
banks only. The resolutions of 1817 remained the legal basis of the 
treasury operations until 1846, and the United States bank remained 
the depository of the government until 1833, when the administration, 
availing itself of a clause in the bank charter, ordered the deposits to 
be withdrawn and henceforth made with selected state banks. The 
system of state bank depositories was legalized in 1836, and continued, 
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without important modification or prolonged interruption, until the 
definitive establishment of the Independent Treasury in 1846. 

The Independent Treasury was the direct fruit of the hard-money 
policy forced upon the Democratic party by the disastrous experiences 
attending the entanglement of the government with the banks in the 
crash of 1837. The complete divorce of bank and state was hence- 
forth proclaimed as-a cardinal principle of Democratic policy. The 
new system, not firmly established until 1846, was designed to secure 
two ends: the safety of the public money, and the maintenance of the 
specie standard. The government was to be the actual keeper of its 
money in its own vaults, and it was to receive and disburse only coin 
and treasury notes. Down to the civil war the system worked well and 
fulfilled all the expectations of its founders; the financial relations of 
the government were then simple, and the scale of its transactions so 
limited that it imposed no serious strain upon the business community. 
But it was a system of rigid requirements, and could not readily adjust 
itself to the unusual circumstances of the civil war. Events then 
proved stronger than the laws, and the Independent Treasury fairly 
went to pieces for a while. Within the short space of fifteen months 
the government suspended specie payment, issued a fiat currency, and 
established a system of national banking far more powerful than either 
of the older banks. But more than this, the enlarged scale of the gov- 
ernment operations made the Treasury an influence to which the busi- 
ness community could no longer be indifferent. Under the new rela- 
tions the money market proved to be extremely sensitive to the action 
of the Treasury; and, from its previous position of security, the busi- 
ness community rapidly grew into one of forced dependence on the 
daily policy of the Treasury. The very thing which it was sought to 
avoid by the establishment of the Independent Treasury—non-inter- 
ference with business interests of the country—has proved to be impos- 
sible under a government whose collections and disbursements aggre- 
gate hundreds of millions annually. Relations of intimacy and 
responsibility have, under the pressure of necessity, grown up between 
the Treasury and the public, and it is contended that the sub-treasury 
system is no longer an adequate agency for the discharge of the gov- 
ernment’s responsibilities. 

It is to the demonstration of this thesis that the larger portion of 
Mr. Kinley’s study is devoted. In order to determine the limitations 
of its efficiency, he examines with much minuteness the working of the 
Independent Treasury, both in times of war and peace, under the 
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heads : its management of loans, its influence on business, and its rela- 
tion to crises. The substance of his argument is that the irregular 
absorptions and disbursements of the Treasury produce arbitrary vari- 
ations in the amount of money afloat, thus intensifying stringency at 
times, and at other times giving an unhealthful stimulus to expansion. 
The pivotal point of his discussion is the somewhat questionable doc- 
trine that “the basis of credit in the business community is the money 
that makes up the bank reserves” (p. 130). This granted, much of 
what Mr. Kinley seeks to establish easily follows. But this is a slen- 
der basis on which to build large and far-reaching conclusions, and it 
has given to parts of the argument a somewhat fanciful character. The 
connection between purchasing power in the form of credit and the 
bank reserves is not so close and direct a one as is frequently assumed. 
Capital, rather than money in the vaults of the banks, is the real basis 
of credit. The most that may be safely assumed is that the supply of 
money held by the banks as reserve against deposits is one of the 
important proximate conditions affecting the occasional and transitory 
fluctuations of credit, but one the range of whose influence seldom 
extends beyond the limits of the stock market. To what extent the 
industrial and commercial interests are seriously affected by the move- 
ments of speculative prices is a question to be determined as one of 
fact, and not simply reasoned about; and considering the position of 
importance it holds in Mr. Kinley’s problem, it should have received 
more careful examination. But however much Mr. Kinley has been 
led by the too rigorous application of his doctrine of credit to exag- 
gerate the extent and destructiveness of the influence of the sub-treas- 
ury system, he has performed an excellent service in carefully analyz- 
ing the nature and method of this influence, and in fastening attention 
on certain points of the system that need amending. He has stated 
the problem faithfully and concisely when he says that the aim of 
reform must be “to retain safety and secure elasticity.” But his pro- 
posed method of meeting the difficulty involves too wide a departure 
from the existing system, in the large measure of confidence it would 
repose in the banks, to meet with ready acceptance; and his believing 
hope in the adequacy of the application of the familiar rule,—to dis- 
count freely in the face of a panic, but at such rates as wil! discourage 
all but the most necessitous borrowers—to stem the rising tide of 
panic, seems to have betrayed him into the proposal of innovations in 
our national banking system that would invite new and, perhaps, worse 
evils than those it is now designed to prevent. 
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Unner the title of “ A Brief History of Panics of the United States,” 
Mr. DeCourcy W, Thom has given us, together with some supplemen- 
tary matter, an English version of so much of Mr. Clement Juglar’s 
well-known work on “Commercial Crises” as deals with the United 
States. Mr. Juglar’s treatment of the subject of American crises is not 
wholly satisfactory; he has approached it so exclusively from the 
standpoint of banking as to have lost sight, in many cases, of the real 
causes of collapse. In his view, a commercial panic always reduces 
itself to a banking panic, because of the inevitable destruction of bank 
reserves that attends, and he therefore finds the requisite material for 
a survey of the history of American panics in bankers’ balance sheets. 
The key to the interpretation of banking statistics is found in the 
proportion that loans and discounts bear to deposits: a large propor- 
tion indicates that danger is near. Mr. Juglar’s method of treatment 
has some advantages, as much may be learned regarding the course 
and condition of business from an examination of banking returns ; 
but it is doubtful whether these advantages will be appreciated by the 
reader of the English version. In a book designed for popular 
instruction the editor should have elucidated so much, at least, of 
banking principles as would enable the reader to intelligently appreci- 
ate the meaning of variations in the more important items of banking 
accounts. The absence of some such feature as this, together with the 
many misprints that mar the pages of this book, will greatly diminish 
its usefulness for the only class of readers it might have served. 

Little can be said of the editor’s work in other directions. To Mr. 
Juglar’s classification of American panics into panics of circulation, 
panics of credit, and panics of capital, Mr. Thom adds a fourth class, 
originating in general tariffs changes. ‘“ Any change in our tariff laws 
general enough to rise to the dignity of a new tariff has, with one 
exception in our history, precipitated a panic. This exception is the 
tariff of 1846, which was for revenue only.” This view is not a novel 
one ; indeed, it is almost as old as our tariff. It is a view, however, 
that derives no real support from an examination of our tariff and 
industrial history, as has been abundantly shown, and proceeds from a 
very imperfect understanding of the forces that make either for pros- 
perity or depression of business. There is, in truth, about as little 
connection between crises and tariffs as there is between crises and sua- 
spots. The history of both reveals some rather striking coincidences, 
but nothing more. A. C. MILLER, 
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Profit-Sharing and the Labor Question. By T. W. Busnitt. 
London: Methuen & Co.; New York: Charles Scribner's 
Sons, 1893. I2mo. pp. 262. 

PROFIT-SHARING is making asteady advance. At the beginning of 
the present year there were seventy-one firms in Great Britain with 
19,000 employees practicing profit-sharing as defined by the Paris 
International Congress on Profit Sharing 18809, viz. : “A voluntary agree- 
ment under which the employee receives a share fixed beforehand in 
the profit of a business.’”” The number of profit-sharing firms in France 
was 115, Switzerland 10, Germany 18, other European countries, so 
far as reported, 8, and about 80, according to Mr. Gilman, in the 
United States, or approximately 300 in all. 

At the head of one of these English firms is Mr. Bushill of Cov- 
entry, England, who, in the first part of the valuable little book 
before us, presents a full account of his experiment, now five years 
old, substantially as given before the recent labor commission. The 
business is printing, bookbinding, box and pasteboard making, etc. 
After paying the full market rate of wages and five per cent. interest on 
the actual invested capital, and reserving a certain fixed but unpub- 
lished sum, called the “reserved limit,” for salaries of management and 
reward or payment for risk, the balance of profit is equally divided 
between the employers and the 185 employees, but only one-third the 
bonus to the men is paid in cash, which is through an individual 
account in a savings bank. The rest of the bonus, with interest at four 
per cent., goes to the employee whether still at work for the firm or not, 
when he has attained the age of sixty-five, or completed twenty-five 
years of continuous service. This bonus is a first lien on the real 
estate and machinery of the plant. 

Although the employees are greatly pleased, and, without increase 
of any such nervous strain as would be revealed in increased payments 
out of the sick benefit fund, have given more zeal and faithfulness and 
have saved more material and supplies, yet there has been a slight 
financial loss to the employer. This, he declares, he can at any time 
he chooses remedy, by a slight rise of the “reserved limit.” Mr. T. 
W. Bushill and his brother, however, who own the business, do not 
seem to mind the slight financial loss in view of the great moral results. 
Says Mr. Bushill: ‘The pleasure which one feels on the day of the 
bonus announcement, at the thought of the hundred homes which are 
brightened with the news of the declaration of some additional remun- 
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eration upon the year’s work, is, I can assure my fellow employers, a 
very enviable experience.” In fact, Mr. Bushill has shown in all his 
work, as in this book, a model of that type of Christian entrepeneur 
which the world is hungering for. In his firm faith in trades unions, 
(he even subscribed to sustain the workman’s side of the famous dock 
laborers’ strike) and in his wise counsel to employers to follow the 
advice of the Archbishop of Canterbury “to live in simple ways and 
on more brotherly terms with their employees,” he reminds one 
of our own foremost profit-sharing capitalist, Mr. N. O. Nelsen of 
St. Louis. In May, 1892, in writing to the reviewer relative to his 
large manufactory of plumbing goods, Mr. Nelsen said: “From the 
first of this year we doubled the percentage allowed to wages. After 
paying six per cent. interest on capital, the wages fund gets twice as 
large a dividend as capital. Capital was getting too much and wages 
too little.” The italics are mine. It is pleasant to see in the rapid 
growth of profit-sharing during the last five years, as in some other 
ways, the development of this type of employer. 

Mr. Bushill holds that after a close examination he can find but 
one or two instances in which profit-sharing has failed “ when it has 
had a fair chance given to it.” It is impossible to more than refer to 
the sensible suggestions in this book to workmen as well as employers, 
and to numerous side-lights upon the labor question, or to the fact, far 
from an isolated one in modern business experience, that a reduction 
from fifty-five to fifty hours a week did not involve any reduction in 
efficiency or daily output per man. 

It would be very helpful if some American employer would follow 
Mr. Bushill’s example in giving us the benefit of wide experience by 
himself and others in these matters. 


EDWARD W. Bemis. 


The Condition of the Western Farmer as Illustrated by the Economigz 
History of a Nebraska Township. By ArtTuHuR F. BENTLEY, 
A.B. Johns Hopkins University Studies in Historical and 
Political Science. Eleventh Series, Nos. vii-—viii. Baltimore : 
The Johns Hopkins Press, 1893. 8vo. pp. 92. 

THIs monograph is the result of an exhaustive investigation, on the 
spot, of Harrison township, Hall county, near the Platte river and on 
the Union Pacific railroad, 125 miles west of the Missouri river. 
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Many good reasons are given for considering this township typical of 
the average Nebraska conditions, being neither so dry as the western 
part of the state nor so well watered as some of the best portions. 
The results of this inquiry, which will supplement those of the mort- 
gage department of the census, throw much valuable light both on 
issues raised by the Populists and by the Single-Taxers. 

Contrary to the common statements of the former, but in accord 
with what the reviewer has observed in a few places where he has made 
inquiries in Iowa and IlIlinois, agricultural rents and the price of farm 
lands have been slowly rising for some years. In Harrison township, 
however, which is perhaps in this particular more typical of Nebraska 
than of Iowa or Illinois, the rise of land values seems to be in the face 
of declining profits in agriculture. Mr. Bentley accounts for the 
anomaly in two ways. First, that “the tradition of cheap farms easily 
obtainable still lingers in the minds of the people,” though by far the 
most of the successful farmers in Harrison township were the early 
comers who obtained free but now exhausted government land and not 
those who purchased from the railroad or private owners. “One is 
almost tempted to draw the moral that the would-be purchaser, at least 
the one whose means are not sufficient to pay entirely for his farm and 
then tide him over all subsequent periods of hard times, had almost 
better throw his money away than invest it in farming operations in 
Nebraska at the current prices of land and under the present agricul- 
tural conditions; unless, indeed, he be possessed of unusual energy 
and ability.” Under these circumstances Mr. Bentley presents a 
second reason for the mistaken bidding for Western land in “the 
slowness with which the true rate of agricultural profits can be esti- 
mated, owing to the great variations from year to year in the size of 
the crops and in the prices at which farm products will sell.” 

Another interesting conclusion of the author is that nearly all the 
profits that the Nebraska farmers have made have been in the rise in 
value of the “unearned increment” of the farms obtained years ago. 
Such facts as these may explain the slow growth of single-tax ideas 
outside our cities. In this connection may also be noted an observa- 
tion of Professor John B. Clark, three years ago, that one of the chief 
reasons why the possibility of resort to farm lands led to higher wages 
in Chicago, St. Paul and other Western cities, was because the settler 
might secure this so-called unearned increment and so asks for more 
wages in the city. If this possibility had been taken away by taxa- 
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tion a depressing effect might have appeared on wages. Of course 
this would not affect the proptiety of rent taxation in cities. To return 
to Mr. Bentley’s valuable investigation. The results of a canvass of 
the conditions of every farmer in the township, past and present, he 
tabulates in twenty-two interesting tables. He finds that the farmer 
has not as good a market now as formerly, when he sold to other 
settlers and mine and railroad workers at high prices, whereas now he 
must give to the railroads for freight to Chicago one-third of the low 
price for corn obtainable there. Further, the settling up of the coun- 
try and spread of the social conditions of the East, almost forces the 
self-respecting American-born farmer to a higher and more expensive 
standard of living than was thought of in the primitive sod hut. 
Here, by the way, is an important explanation of the depressed con- 
dition of Western agriculture. I have noticed in eastern Iowa how the 
American, with his decencies and comforts of life, is unable to pay off 
his mortgage, and is driven out by the cheaper living German, who 
soon clears off all debts, and vegetates in conditions somewhat like 
those in the old country. In the midst of such competition from our 
immigrants no wonder that the farmer finds the price of grain has 
fallen to his hurt more than have the prices of most other products 
covered in such multiple standard tables as those of Soetbeer. Even 
the fall in interest has been, in our author’s opinion, counterbalanced 
by the greater amount of capital needed. In his typical township 65 
per cent. of the acres are mortgaged for an average of $8.78 an acre, or 
over one-third of their value. 
E. W. B. 


Prisoners and Paupers. By Henry M. Boiss, M.A. New York: 
G. P. Putnam’s Sons. 8vo. pp. 318. 

THE author of this book undertakes to show the extent of crime 
and pauperism in the United States and to consider somewhat com- 
prehensively the whole broad problem of their causes and remedies. 
The practical suggestions of the book are frequently good. Much 
of the statistical work is not good. Mr. Boies is unjustifiably pessi- 
mistic. He learns from the census returns that the number of prison- 
ers in this country was about one-half more in 1890 than in 1880, 
while the population increased by only about one-fourth, and he finds 
that the government expenditure for almshouses has enormously 
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increased in the same period. He seems to conclude that there had 
been a corresponding increase of depravity and pauperism. On the 
contrary, as to pauperism, the census returns show that the number of 
paupers in almshouses has been steadily declining since 1860, the 
numbers per million of population in the respective census years being 
2,638, 1,990, 1,320 and 1,166. As to crime Mr. Boies might have 
found also in the census returns much reason for qualifying his 
gloomy view of American society, and even some reason for positive 
satisfaction, in the comparison of conditions at the beginning and 
end of the decade. For example, the number of prisoners confined 
for offenses against property had increased from 1880 to 1890 by less 
than seventeen per cent. (population increasing 24.86 per cent.). 
Among crimes against the person the number of assaults of all sorts 
(as indicated by the number of prisoners) had increased less than five 
per cent. in spite of the great increase in population. The number 
of inmates of juvenile reformatories in the North Atlantic division of 
the Union absolutely decreased forty-four per cent. in the ten years. 
The increased number of certain classes of prisoners, such as those 
confined for homicide or offences against public morality, are often 
susceptible of explanations well-known or offered by the census bulle- 
tins themselves. Vicious immigration, intemperance, the relative 
increase of the city population, and stupid laws badly administered, 
are mentioned by Mr. Boies as causes of the present crime and depend- 
ency. 

Mr. Boies argues for the indeterminate sentence and for the man- 
agement of paupers with a view to aiding them to support themselves. 
But if the defects are congenital the remedy is to be found in a 
gradual extermination of the defective stock, the propagation of a 
criminal or incapable line being prevented by the prohibition of mar- 
riage or even by a resort to surgery. The argument for the extirpa- 
tion of the defective, relentless but certainly not inhumane, is the best 
and most characteristic feature of the book. 

AMBROSE P. WINSTON. 
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quarterly, in December, March, June and September, at $3 per year. 

There will also be published, from time to time, a series of Economic Studies, 
to comprise: translations of important works in foreign languages; reprints of 
scarce books and documents of value to economic students; original investiga- 
tions ; collections of materials. 


Courses of Instruction. 


The following courses of study are offered by the Department in 1892 - 3: 


AUTUMN QUARTER. 
1. Introductory Political Economy. 
2. Industrial and Economic History (since the middle of the 18th century). 
3. History of Political Economy.—A critical review of Economic writers. 
4. Railway Transportation.— History and Theory. 
5. Taxation.— Theories and Methods, 


WINTER QUARTER. 

6. Advanced Political Economy (intended to follow Course 1). 

7. Descriptive Political Economy.— Description of Economic Institutions 
(intended to follow Course 1). ° 

8. Industrial and Economic History (continuation of Course 2). 

9. Practical Economics.— Theoretical and Historical Investigations. 
10, Statistics.— Methods and Practical Training. 
11. Financial History of the United States. 


SPRING QUARTER. 
12. Scope and Method of Political Economy.— Historical and Critical. 
13. Unsettled Problems of Economic Theory. : 


14. Socialism.— Critical Review of Theories and Programmes. 
15. Social Economics.—Social questions examined from the economic stand- 


16. Statistics (continuation of Course 10). 
17. Tariff History of the United States. 
18. Public Debts and Banking.— Comparative study of methods of financial 
administration. 
THROUGH THE YEAR. 
19. Seminary —For advanced work. 
Courses 1 and 3 are five hours a week; course 19 runs through the year (36 
weeks); all others are twelve week courses of four hours a week. The entire volume 
of courses offered the present year aggregates 1044 hours. Beginning with the year 
1893-4, three additional courses will be offered: (1) Economic Problems of American 
Agriculture (Autumn Quarter); (2) Recent German Systematic Writers (Winter 
Quarter); (3) Social Reforms (Spring Quarter). “ 
For information address THE EXAMINER, 


THE UNIVERSITY OF CHICAGO, CuIcaco, ILL. 
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The Journal. 


Political Economy 


VI 


SEPTEMBER—1893 


SCOTCH BANKING ... J. SHIELD NICHOLSON 
HAS THE STANDARD GOLD DOLLAR APPRECIATED? Simon NEwcoms 


ECONOMIC CONDITION OF SPAIN IN THE SIXTEENTH CENTURY 
BERNARD MOSES 


SILVER DEBATE OF 1890 ; .  Ropert F, Hoxie 
NOTES 

MISCELLANIES 

INDIAN MONETARY HIsTORY J. LAURENCE LAUGHLIN 

No SILVER GRIEVANCE EXISTS FRED. PERRY POWERS 
BOOK REVIEWS 


Bonar’s Philosophy and Political Economy.—VaN Oss’s American Railroads.— 
SMART’S Women’s Wages.—MOLINARI’s Les Bourses du Travatl—KoOEBNER’S Die Methode 
einer Wissenschaftlichen Riickfallsstatistik als Grundlage einer Reform der Kriminal- 
statistik.—LEADAM’S What Protection does for the Farmer and Laborer.—KiNLEY’s Jndepen- 
dent Treasury.—JUGLAR’s History of Panics.—BUSHILL’s Profit-Sharing and thé Labor 
Question.—BENTLEY’S Condition of the Western Farmer.—Botks’s Prisoners and Paupers. 


CHICAGO, ILL., U.S.A. 


The ABnibersity Press of Chicago 


D. C. HEATH & CO., DIRECTORS 


$3.00 a YEAR. 75 Cents a Copy. 
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THE 
Journal of Political Economy 


Will be issued quarterly, in DECEMBER, MARCH, JUNE AND SEPTEMBER, by 
the Department of Political Economy in The University of Chicago. 

While cordially welcoming scholarly contributions on topics of purely 
theoretical or speculative interest, The Journal is established primarily to 
promote the scientific treatment of problems in 


Practical Economics, . 


and will devote a large share of its space to the investigation and discussion 
of the practical questions of railway transportation, money, banking, taxation, 
labor, capital, agriculture and kindred subjects in . - 


Economics, Finance and Statistics. 


Contributions of a scientific character, from writers of all shades of 
opinion, are welcomed, the editorial management assuming, however, no 
responsibility for matters of opinion, and reserving the right to exercise dis- 
cretion regarding the timeliness of any particular discussion. It is hoped 
that contributions, while essentially scientific, may yet be made instructive 
and interesting to the general reader. 

Editorial communications and books for review should be addressed to 
J. LAURENCE LAUGHLIN, University of Chicago, Chicago, IIL, U.S. A. 

Business letters, subscriptions, advertisements, etc., should be addressed 
to The University Press, University of Chicago, Chicago, IIl. 


Subscription in the United States, Three Dollars per Annum; to Foreign Subscribers, 
Thirteen Shillings. 


THE JOURNAL OF POLITICAL ECONOMY, as well as the other pub- 
lications of the University of Chicago, can be found at the following 
places, and subscriptions for the periodicals will be received by these 
dealers : 


BALTIMORE, MD. CusHinc & Co. 
Boston, Mass. W. B. CiarKE & Co. 

DAMRELL & UPHAM. 
BuFFALo, N. Y. PETER Pau. & Bro. 
CAMBRIDGE, Mass. CHARLES W. SEVER. 
CLEVELAND, O. TayLor, Austin & Co. 
DetrRo!ItT, MICH. JOHN MACFARLANE. 
New York, N. Y. BRENTANO’S. 


G. P. Putnam’s Sons. 
CHARLES SCRIBNER’S SONS. 


PHILADELPHIA, Pa. PorTER & COATES. 

JoHN WANAMAKER. 
ROCHESTER, N. Y. ScRANTOM, WETMORE & Co. 
Syracuse, N. Y. Wo.cotr & WEsT. 


WasHINGTON, D. C. BRENTANO’s. 
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The University of Chicago. 


Department of Political Economy 


Fellowships. 


Two Senior Fellowships, yielding an annual income ot $520, and two Junior 
Fellowships, yielding an annual income of $320, and one Special Fellowship, 
yielding an annual income of $420, are assigned to students in this Department. 

Applications must be received not later than April Ist, 1894. Full information 
may be had by addressing the Examiner. - 


Publications. 


The Department publishes THE JoURNAL OF POLITICAL Economy, issued 
quarterly, in December, March, June and September, at $3 per year. 

There will also be published, from time to time, a series of Economic Studies, 
to comprise: translations of important works in foreign languages; reprints of 
scarce books and documents-of value to economic students; original investiga- 
tions ; collections of materials. 


Courses of Instruction. 


The following courses of study are offered by the Department in 1893 - 4: 


AUTUMN QUARTER. 

Principles of Political Economy. 

Money and Practical Economics. 

Statistics.— Methods and Practical Training. 
Railway Transportation.— History and Theory. 
Finance. 

American Agriculture. 


WINTER QUARTER. 
7. Advanced Political Economy (intended to follow Course 1). 
8. Descriptive Political Economy.— Description of Economic Institutions. 
(intended to follow Course 1). 
g. Industrial and Economic History (since the middle of the 18th century). 
10. History of Political Economy. 
11. Socialism.— History and Criticism. 
12. (Continuation of Course 2). 
13. Advanced Statistics. 
14. (Continuation of Course 4). 


SPRING QUARTER. 
15. (Continuation of Course 9). 
16. Scope and Method of Political Economy.— Historical and Critical. 
17. Unsettled Problems of Economic Theory. 
18. (Continuation of Course 11). 
19. Social Economics.—Coéperation, Profit-Sharing, Etc. 
20. . Social Economics.— Poor Laws, &c. 
21. Tariff History of the United States. 
22. Financial History of the United States. 


SUMMER QUARTER. 
23. Principles of Political Economy (parallel with Course 1). 
24. Economic Factors in Civilization. 
THROUGH THE YEAR. 
25. Seminary in Finance. 
26. Economic Seminary. 


Courses 1, 7 and 22 are five hours a week; course 26 runs through the year (36 - 
weeks); course 25 is 24 weeks; ail others are twelve - week courses of four hours a 
week. The entire volume of courses offered the present year aggregates 1428 hours. 
Beginning with the year 1894-5, one additional course will be offered, in Banking. 


For information address THE EXAMINER, 
THE UNIVERSITY OF CHICAGO, CHICAGO, ILL. 
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Two Important Columbus Books 


CHRISTOPHER COLUIMBUS 


And how he received and imparted the Spirit of Discovery. By Justin 

Winsor, Lditor of the “ Narrative and Critical History of America.” 

With portraits andm. Sixth Edition, 8vo, $4.00. 
Dr. W. F. Poors, writing in the Chicago Dza/, remarks: ‘It is only recently that the real facts 


concerning Christopher Columbus have been preseated to the public; and Dr. Winsor’s attractive work 
embodies the Jatest and most authoritative conclusions on the subject which the best European and Ameri- 


can research and scholarship have reached.”’ 

The New York Odserver says: 
form. 
illustrative of the narrative.’ 


ax Hark, Chancellor of the Penns 


‘*A book which at once combines scholarly 
The volume iis richly supplemented with facsimiles of maps, title pages, and portraits, 


character with popular 


Ivania Chautauqua, pronounces this book ‘‘ a most 


efiective ‘and na thacly one. /? is the Columbus book of this Columbian year.’ 


THE DISCOVERY OF AMERICA 


With some account of Ancient America and the Spanish Conquest. By 


JouN FIsKE. 


tllustrations. Eleventh thousand. 


The New New York 7mes says: 


With a steel portrait of Mr. Fiske, many maps and other 
2 vols., crown 8v0, $4.00. 


‘The book is not at all confined to an account of the work of 


Columbus and his successors, Negeene that account is, no doubt, the most interesting and will be the most 


popular part of it. The wor 


is full of valuable information, much of which is fresh, and all of 


which is freshly ex ressed, upon a theme of surpassing charm and importance. 


The Critic o' New York observes : 
h literary 


authorities, th 
fame.” 


“In wealth of maps, diagrams, explanatory notes, references to 
and charm of style, this book is worthy of the author’s great 


OTHER BOOKS BY MR. FISKE. 


The American Revolution. 


With Plans of Battles, and a new steel portrait of 
Washington. Sixth edition. 2 vols., crown 
8vo, gilt top, $4.00. 


The Critical Period of American 
History; 1783-1789. 

With a colored map. Eleventh edition. Crown 
8vo, gilt top, $2.00. 

The War of Independence. 
In Riverside Library for Young People. 
Maps. Zexth Thousand. 75 cents. 

The Beginnings of New England. 
Eighth edition. Crown 8vo, gilt top, $2.00. 

Outlines of Cosmic Philosophy. 
Based on the Doctrine of Evolution. Zileventh 
edition. 2 vols., 8vo, gilt top, $6.00. 

Myths and Myth-Makers. 
Old Tales and Superstitions interpreted by Com- 
‘parative Mytho Seventeenth edttion. 
ramo, gilt top, $2.00. 


Darwinism and Other Essays. 
Eighth edition. 12m0, gilt top, $2.00. 
Excursions of an Evoiutionist. 
Fifteenth edition. 12m0, gilt top, $2.00. 
The Unseen World and Other Essays 
Eleventh edition. 12mo, gilt top, $2.00. 
The Destiny of Man, Viewed in the 
Light of his Origin. 
Eighteenth edition. amo, gilt top, $1.00. 
The Idea of God as Affected by Mod- 
ern Knowledge. 


Thirteenth thousand. 16mo, gilt top, $1.00. 


“Mr. Fiske writes from full knowledge and thor- 
bes.» research ; and he has such mastery of his facts 
so distinct a perception of their relations, that 
his works are marvels of clear statement, while his 
strong, simple style gives to them a very un 
attraction.’ 


HOUGHTON, 


MIFFLIN & CO., BOSTON. 
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